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PROBLEMS OF SMALL BUSINESS UNDER THE 
CONTROLLED MATERIALS PLAN 





WEDNESDAY, AUGUST 8, 1961 


House or REPRESENTATIVES, 
SuspcomMiTTecEeE No. 3 oF THE SELECT COMMITTEE 
To Conpuct a Stupy AND INVESTIGATION 
OF THE PROBLEMS OF SMALL BUSINESS, 
Washington, D. C. 


The subcommittee met, pursuant to notice, at 10 a. m., in room 
1310, New House Office Building, Washington, D. C., Hon. Clarence 
G. Burton presiding. 

Present: Representatives Burton (presiding), Multer, McKinnon, 
Halleck, and Seely-Brown, Jr. 

Also present: Victor P. Dalmas, executive director; Arthur F. 
Lucas, Duncan Clark, and Jeremiah T. Riley, of the staff. 

Mr. Burton. We will call the meeting to order. 

Our members are a little late getting here, but we will give them a 
ring, and | hope they will be here very shortly. 

During the Eighty-second Congress, Subcommittee No. 3 of the 
House Small Business Committee has had under investigation the 
problems which various small-business groups have experienced during 
the present national emergency. 

Subcommittee No. 1 has made available to Subcommittee No, 3 a 
rreat deal of information gathered in field hearings which have been 
held in 30 cities and 24 States. These field hearings demonstrated 
that one of the major problems encountered by small businesses has 
been extreme difficulty in obtaining materials—principally the three 
basic materials which are under the Controlled Materials Plan. Testi- 
mony of a number of witnésses indicated that the system of priorities 
and directives which preceded the Controlled Materials Plan was not 
adequate to assure the equitable distribution of materials. Many 
witnesses expressed the hope that their inability to obtain steel, 
aluminum, or copper would be alleviated when the Controlled Materials 
Plan went into effect. 

However, since the plan went into operation on July 1, we have 
received a number of complaints from small manufacturers that 
their Controlled Materials Plan allotments were no more than ‘“‘hunting 
licenses”’ for material. There have been many complaints that an 
over allocation of materials has occurred, and that the result has been 
a “‘first come, first served’’ scramble for materials. 

We recognize that the present period is a transitional one, and we 
do not desire to prejudge the Controlled Materials Plan upon the basis 
of its initial month of operation. However, in view of the vital im- 
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rtance of the plan to small-business men throughout the Nation, 
it is appropriate for this subcommittee to examine the theory of the 
plan, its nays to date, and plans for alleviating the confusion 
which has been a feature of the transition from the priorities system 
to the Controlled Materials Plan. 

In the course of this investigation, we desire to examine the policy of 
CMP, its implementation, its effectiveness in distributing materials 
among the various segments of the economy, and the reaction of the 
industries affected by the plan. We plan to study the coordination 
among the various divisions of the Defense Production Administration 
and the National Production Authority in administering the plan, 
and to study the effect of the various program allocations upon the 
mobilization effort and the civilian economy. We shall also examine 
the programs for expanding production of steel, aluminum, and 
copper. We plan to call as witnesses officials of DPA, NPA, and the 
various claimant agencies, as well as witnesses from the industries 
which produce and consume controlled materials. 

Our witness this morning will be Mr. Walter C. Skuce, Assistant 
NPA Administrator for Production Controls, who played a leading 
role in working out the Controlled Materials Plan. 

Mr. Skuce, we will be glad to hear from you at this time. 


STATEMENT OF WALTER C. SKUCE, ASSISTANT ADMINISTRA- 
TOR FOR PRODUCTION CONTROLS, NATIONAL PRODUCTION 
AUTHORITY 


Mr. Sxuce. Mr. Burton, members of the subcommittee, gentlemen 
of the press, and other interested people present, | am very happy to 
have this opportunity to describe to you the basic reasons back of 
having the Controlled Materials Plan, of the thought that was put into 
the development of the plan in the interest of all users, with particular 
consideration to small users, the basic feature of the plan’s operation, 
the basic principles and policies connected with the plan’s operation, 
the problems of the transition period, and the aims and objectives 
which we hope to attain through this production control device. 

I am going to read a prepared statement with respect to the con- 
trolled-materials plan in the interest of getting these thoughts across 
in the shortest possible time and with the greatest of clarity. 

On September 8, 1950, the United States Congress passed the 
Defense Production Act of 1950. This act was designed to step up the 
military might of the United States in order that we protect ourselves 
from aggression. On September 11, 1950, the National Production 
Authority was formed as the production agency to see that the defense 

rogram was accomplished on time. On December 1, 1950, the 
National Production Authority issued its first priority rating; however, 
interim action had been taken, from the inception of the National 
Production Authority, to give assistance to direct military programs. 

The actions taken by the Administrators of the National Production 
Authority, both Mr. Harrison and Mr. Fleischmann, in the early 
stages were the only logical actions that could be taken in the begin- 
ning of the agency’s life. Although they started with a simple 
priority system which they tried to restrict to direct military programs, 
they knew that in time the priorities system would affect a large seg- 
ment of our economy and that priority breeds priority; therefore, the 
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usefulness of the priority system was undoubtedly doomed for ultimate 
failure. 

Knowing that to be the case, from the experience we had in the last 
war period, and knowing that it would take a year to get a quantita- 
tive, scheduling plan into operation, they asked me to head up the 
development of such a plan, beginning December 15, 1950. I was 
glad I could help with this work because I believed then that the 
country was in peril, and I still believe it. 

I had the responsibility in the last war of working out the controlled- 
materials plan and for directing its operation. Therefore, I was 
happy that this experience which I had could be used in heading up 
an activity to develop the type of plan I believed the country would 
need at the earliest date by which it could be made effective. On 
December 21, 1950, I outlined to Mr. Harrison and Mr. Fleischmann 
the kind of plan I thought would have to be developed to meet the 
dual economy with which we are faced. I recognized that the plan 
would have to be different from the plan we used in the last war. 
I recognized also that there were many new problems that confronted 
us in the development of such a plan. 

On December 21, 1950, the day on which I was appointed Staff 
Assistant to the Administrator, NPA, I submitted an outline and a 
timetable covering the Controlled Materials Plan which went into 
operation July 1, 1951. The timetable called for the transition 
quarter to begin July 1, with full operation beginning the fourth 
quarter. I think we have a good plan and one that meets the needs 
of our country at this time. 

I am not the author of the Controlled Materials Plan, having been 
called to Washington to work on the controlled-materials plan under 
the able leadership of Harold Boeschenstein in November of 1942. 
The plan had been announced a week earlier. The basic principles 
of the plan and the basic concept of its operation had been announced 
on November 2, 1942. The authors of the plan had developed the 
simple concept of balancing supply and demand and of reducing 
demands or wants to needs within the supply of our resources in 
terms of steel, copper, and aluminum. This is a basic decision that 
each of us face in handling the many wants that arise in our daily 
life. Many things attract our attention and desires, but we quickly 
resolve in our minds whether those desires can be satisfied within the 
limits of our resources, and soon these desires reduce themselves to 
needs so that we may satisfy our needs within our resources. Simi- 
larly, the Government, in terms of these three common denominators, 
has an accurate measurement of supply and demand. It measures 
the demands against resources in terms of these three controlled 
materials and reduces the demand to needs. 

The authors of the Controlled Materials Plan might have selected 
other common denominators than the three controlled materials for 
balancing supply and demand. For example, they might have 
selected dollars, man-hours of labor, or kilowatt-hours, or some other 
form of common denominator. In their wisdom, they selected steel 
because of the broad use of steel in both civilian and military 
production and construction. 

They selected copper because of the importance of copper to muni- 
tions and also the growing importance of copper as the means of acti- 
vating electrically operated devices in products of peace and/or war. 
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They chose aluminum because of the importance of aluminum to 
the aircraft program, but also because of the growing demand and 
increasing applications for light metals. 

The Controlled Materials Plan is basically simple in concept from 
the standpoint of measuring supply and demand, and also heat its 
means of determination of supply and demand with respect to the 
three common denominators used. 

It embraces another important aspect of control, well known in 
American industry. That is, it is vertical in concept because the 
responsibility is placed on the prime manufacturer in terms of the 
end products to be produced at a given time, in a given quantity. 
He is required to pass on authorized production schedules and author- 
izations for material procurement to the subcontractors supporting 
him. Those subcontractors in turn pass on authorized production 
schedules and authorizations for material procurement to their sub- 
contractors, so that materials will be used and delivered in the right 
quantity, at the right time, to meet the program objectives which 
have been authorized. This assures the greatest possible utilization 
of our resources with the greatest balanced output of finished products 
and projects. 

There are certain products that do not lend themselves to this 
vertical treatment and in such cases the Controlled Materials Plan this 
time, as it did in World War IT, has taken these particular products 
into account and established them as class B products, to be accorded 
horizontal treatment and their production authorized directly by the 
National Production Authority. Basically, these products are civil- 
ian type end products and component products, like ball bearings, 
small motors, fastening devices, and so forth, where the manufacturer 
mass produces components and assemblies to meet customers’ orders. 

In preparing for the Controlled Materials Plan it was recognized that 
there was need for a reorganization of the National Production Author- 
ity so that product assignment could be made by industry and material 
division in the most intelligent manner possible. To accomplish this 
it was believed these simple criteria should be used: 

1. Like products or materials should be grouped together. 

2. An industry or materials division should not, in itself, be a major 
claimant for the material or component which the division was di- 
recting. 

3. A manufacturer of class B products should not have to go to 
more than one place, as a general rule, to get his problems answered 
or to get production authorization. 

4. The divisions so created should be of a size not administratively 
too large nor too small to assure good operation. 

It was also necessary, having established these divisions, that all 
products in the Bureau of the Budget Standard Commodity Classifi- 
cation be assigned by division, and that the products be classified 
with respect to whether they would be treated as class A or class B 
products. This was done by the issuance of an official class B product 
list. 

Such a divisional organization and product assignment made pos- 
sible the orderly staffing of the NPA industry and material divisions 
with competent people from industry whose knowledge and back- 
ground enable them to give experienced judgment to the problems 
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that arise to assure the best possible rates of production and most 
efficient and fair distribution of the materials and products concerned. 

An important decision was made in the matter of NPA organization 
and product assignment. It involved the delegation of responsibilities 
for certain resources and products to various agencies of government. 
Resources responsibility has been and continues to be placed with 
agencies created and charged with the responsibility of each resource 
of the Nation. 

For example, the Defense Electric Power Administration for power; 
the Defense Minerals Administration for minerals; the Defense Petro- 
leum Administration for petroleum; the Department of Defense for 
military implements; the National Production Authority for non- 
military products and for industrial construction, et cetera. 

Since one of the basic concepts of the Controlled Materials Plan is 
a balance between supply and demand in terms of copper, steel, and 
aluminum, it is necessary, having made such a balance, that positive 
production limitations be made known to each manufacturer. This 
is accomplished by positive authorization under the controlled- 
materials plan which tells the individual manufacturer in terms of the 
allotments of steel, copper, and aluminum and, in some cases, support- 
ing units of production in the authorized schedule of the total quan- 
tity he can produce in a given period. This acts as an individual 
limitation on his production program in the period for which his 
production schedule is authorized, but also assures his receipt of the 
required materials. 

While steel, copper, and aluminum are used as common denomina- 
tors in the Controlled Materials Plan in achieving a supply-demand 
balance the NPA recognizes that the size of a given program is also 
affected by other critical materials. and components. It elects to 
handle the problems that arise on these other critical materials and 
components by other control measures. 

It must be remembered, however, that until demand and supply 
are in relative balance from the standpoint of ‘‘doability’’ in terms of 
steel, copper, and aluminum, a realistic program level has not been 
achieved and, therefore, the demands on other materials and com- 
ponents may be considerably in excess of supply. When the pro- 
grams are brought in balance under the Controlled Materials Plan, the 
demands for supporting materials and components are lower and 
many of the indicated trouble spots are resolved. On those that are 
not resolved the secondary determinations that are made with respect 
to other materiais and components are as follows: 

An attempt is made to augment the supply of the material or 
component. 

If the above cannot be accomplished, NPA issues an allocation 
and conservation order to restrict the use of the material to stretch 
the supply, and 

If neither (1) nor (2) above is possible, it is necessary to cut the 
original program determination affected by such materials or com- 
ponents. 

In the case of (3) above, I remember well a program determination 
made during World War II on a certain size of military truck, based 
on the availability of steel, copper, and aluminum. At that time the 
Red Ball Express was operating at full speed across Europe to supply 
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the fast moving, mechanized Army with supplies. It was found at 
that time that insufficient large tires could be produced to take care 
of our total needs. Therefore, the War Production Board was 
required to cut back on the size of the truck program to the extent to 
which the truck program could be supported with sufficient heavy 
tires to make the program realistic. 

The steel, copper, and aluminum saved by this action was then used 
to carry out other programs that could be done within supply, without 
being interfered with because of other less plentiful materials or 
components. 

At the outset, the controlled-materials plan was developed with the 
intent that it could be put into operation July 1, 1951, for the transi- 
tional quarter. It was planned that regulations be issued no later 
than the first week in May in order to establish the ground rules. 
Those regulations were issued on time; that is, May 3, 1951. At that 
time the CMP forms and instructions, the official Product Assignment 
Manual and Official Class B Product List were issued. It is of interest 
to note that CMP Regulation 1 includes the context of five regulations 
used during World War II when CMP was used before. CMP 
Regulation 1 consists of merely nine pages this time. I believe it was 
22 the last time. 

Industry has indicated to us that the present forms, instructions, 
and regulations are more clear than those issued last time and that 
they require information of a type that is readily available and 
usually given to executive management for planning the operations 
of the respective business. Such a statement, in almost exact quota- 
tion, was made by the National Electrical Manufacturers Association 
subcommittee on priorities and materials allocations. 

The controlled- materials plan is now covered by seven regulations. 
CMP Regulations 1, 2, 3, and 4 were issued early in May. CMP 
Regulations 5 5, 6, and 7 were issued during July. The booklet, ABC’s 
of CMP describes these regulations and their function within the 
controlled-materials plan. The newest regulation in the family is 
CMP Regulation 6, which has just been issued for the construction 
area. It covers the broad area of resources expansion and construc- 
tion. It is aimed at scheduling the supplies of our materials to permit 
the greatest possible rate of industrial and resource expansion within 
the limits of supply. It also will provide a means for determining 
the objectives to be gained by planned industrial and resource ex- 
pansion to be sure that such plans are in keeping with the balanced 
needs of the country as shown by the data we are axquiring with 
respect to over-all requirements. 

It is believed that this group of regulations provides an over-all 
basis for assuring the highest possible level of industrial production 
and construction in this country. Thev are aimed at getting the 
tools of war made to protect our way of life and to have these made 
in the right quantity at the right time to carry out the objectives of 
the Joint Chiefs of Staff. 

CMP will channel scarce materials needed to increase our in- 
dustrial might by expansion of basic resources and industrial plants. 
It is also directed toward the important objective of keeping a high 
level of consumers’ durable goods production. To carry out the 
latter objective we have decided to close-end CMP in the fourth 
quarter of this year and make allotments of steel, copper, and alumi- 
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num to the entire field of consumer durable goods. In this manner 
we will assure the manufacturers of consumer durable goods that 
they will be able to get the controlled materials they need to carry 
out whatever production schedule has been authorized for them by 
the Government. 

Mr. Fleischmann prepared for this step by requiring all producers 
of consumer durable goods to file their CMP applications so that we 
would be ready, if necessary, to allot fully under CMP in the fourth 
qyarter of 1951. 

Since the subcommittee is concerned with the effect of our pro- 
duction controls on the smaller-business men of the country, I should 
like to outline some of the actions that we have taken in NPA which 
will effectively assist small users of controlled materials and small 
industry in general. These are: 

Authorizations under CMP give users, irrespective of size, the 
right to issue authorized controlled material orders and to use priority 
assistance that gives the small user as important a purchasing posi- 
tion on mill or supplier schedules as the larger user. 

2. Small order provisions have been made to assist small users by 
eliminating the necessity of them filing applications. These small 
order provisions give them the right to place authorized controlled 
material orders and to use priority assistance in the procurement of 
other materials and components. 

3. The small order provisions for small users have been extended 
to cover the consumer durable goods manufacturers as well as small 
B product producers who get self-authorization under CMP. 

4. CMP Regulation 5 provides priority assistance and the right 
to place ACM orders for maintenance, repair, and operating supplies. 

5. CMP Regulation 7 has been issued providing priority assistance 
for better than 30,000 repair shops in the country, many of which are 
small users. 

6. Small users beyond the quantitative limits permitting self- 
authorization are being decentralized for field processing in the fourth 
quarter and advance allotments will be given for three advance 
quarters, thereby eliminating the need for such producers to file 
quarterly, or come to Washington in connection with their CMP 
es yy 

. In the third quarter processing of CMP cases in Washington, 
mane liberal treatment was given to small users than was given the 
larger ones. 

8. In CMP Regulation 6 governing construction, self-certification 
provisions are provided to cover contractors using small quantities of 
controlled materials. 

9. Compliance investigation is being instituted on all large CMP 
cases to be sure that manufacturers with large authorizations stay 
within the quantitative limitations required in conformity wit 
CMP regulations. 

I would like to make a comment on the side that there will also be 
compliance investigation, of course, of smaller operators under the 
CMP. 

10. Prime consumers have responsibility for passing purchasing 
re ae to secondary consumers. 

M orders supporting CMP give small users equal opportunity. 
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12. Warehouse directives help small users, in that we have taken 
action to start the ‘warehouses where many small users go for their 
supplies. 

13. Death sentence has been removed from small new businesses 
manufacturing consumer items. 

14. Generous treatment is given to component producers, so that 
we don’t regulate the level of end-product production indirectly by a 
component route. 

15. CMP regulations issued governing the Controlled Materials 
Plan in this emergency have been considerably simplified over those 
used during World War II, thereby permitting greater ease of compre- 
hension on the part of small companies, which assists them to live 
within the regulations and to determine the authority extended to 
them governing their operations. 

Aside on that, in World War II, when the Controlled Materials Plan 
was launched, it took 126 people in the War Production Board to 
answer inquiries from industry with respect to the Controlled-Ma- 
terials Plan. This time I have answered .those inquiries, or I had 
those inquiries answered by two men on my staff. 

16. A program of national meetings has been carried on by the 
NPA staff, with the assistance of the Department of Defense, to ac- 
quaint people in all industrial areas of the country with the Con- 
trolled Materials Plan and to answer questions of large and small 
manufacturers. 

17. Through the trade magazines and NPA publications consid- 
erable publicity and interpretations have been given governing the 
Controlled Materials Plan so that small manufacturers will be ac- 
quainted with its operation and answers given to questions that might 
well arise concerning operation of the Controlled Materials Plan. 

These are just some of the actions that reflect the thought given to 
the problems of the small user in connection with the development of 
the Controlled Materials Plan. Many additional provisions could be 
listed to demonstrate the intent of NPA to be helpful to small users. 
However, I think the foregoing at least is indicative of the attitude 
on the part of NPA in trying to assist small users. 

We have continually and, I believe, effectively, kept in mind the 
problems of the small users and the steps that could be taken to keep 
the burden of production controls at a minimum. At the same time 
we have developed our controls in a manner designed to be helpful 
to small users during this tight-supply situation. By such actions 
we are hopeful that the small users will be able to contribute to the 
utmost in carrying out their part of the defense program and at the 
same time not suffer unduly from inequities in distribution of short 
supplies. 

Mr. Burton. Thank you very much. Now, there undoubtedly 
will be questions—or did you have any further comment you would 
like to make before we question you? 

Mr. Sxuce. I think I might talk for a few minutes, if it meets with 
your approval, Mr. Chairman. 

Mr. Burton. Very well. 

Mr. Sxuce. About where we stand now. 

Mr. Burron. Well, we are seeking information from you. 

Mr. Sxuce. Because you hear a lot of conflicting rumors. You 
hear a lot of conflicting comments, and you also read many conflict- 
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ing comments with respect to a centralized production control scheme 
that affects all facets of production and construction activities in the 
country. 

I would like to point out that in all of the discussions, and in all of 
the meetings that we have had with industry since we started to 
work on these production controls, and pointed toward the develop- 
ment of the Controlled Materials Plan, and its starting operation, 
beginning July 1, that the transition period is bound to be difficult 
and confusing. 

The reason for that is that you cannot make a change from one 
system of governmental regulation to another, without taking into 
account the time it takes to make such a transition. 

You cannot let authority, which you have given, lapse before you 
have something else to take its place, or you will have a disruption 
in the continuity of things which you have set out to accomplish on 
time, and, therefore, in the transition quarter you carry on with the 
priority system that previously was in existence, previously has been 
and is during this quarter in existence. 

You also commit the placement, have committed the placement 
of unrated orders to be delivered during this period, and you supersede 
that authority previously given, and you initially rate or give au- 
thorization to programs not previously rated, authority under the 
CMP to be made effective beginning the third quarter, the transition 
quarter. 

Now, we deliberately, not only in World War II, but now in this 
transition quarter, made our plans so that the action would take 
place in such a fashion that there would only be 1 month in that 
quarter in which original orders could be placed on the mills with 
sufficient lead time for those new orders to be effective in the new 
control system. 

In other words, an original order under CMP on a mill schedule, 
with the lead time required to make the particular form or shape of 
steel, for example, which requires a 45-day lead time, could only be 
effective in the month of September and, therefore, in effect, there 
are no new orders which have received authority under CMP that 
will be delivered before September. 

All we have given authority to do is to validate existing orders 
during July and August. 

So you are in a transitional period, wherein several things need to 
be done: 

1. The requirements for these various programs have to be sub- 
mitted by industry. They have to be measured by the conflicting 
areas of demand, as represented by the democratic processes of our 
governmental set-up, so that those agencies responsible for various 
phases of our national activity have an opportunity, in open session, 
to conflict in their claims, one with another, to be sure that the water 
is taken out of those claims, and that they are reduced within the 
level of our supply. 

Then after those decisions are made, those decisions get passed in 
an orderly fashion to those responsible claimant agencies who, in 
turn, have the responsibility for implementing their programs by 
authorizing production schedules or construction schedules to the 
respective manufacturers within each program area. 
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And those manufacturers or contractors, in turn, have the respon- 
sibility for reducing their outstanding purchase orders, their outstand- 
ing delivery orders, so that they will be within the limits of the pro- 
gram authorized. 

Now, you have the problem of timing in carrying out such opera- 
tions, because, of necessity, many of them are done consecutively. 
There are many layers of subcontractors below the prime. Therefore, 
you have the problem of getting these cancellations out to the mills, 
to reduce the demand which has been one-hundred-and-some percent 
of supply, down to supply in terms of the authorizations which we 
have given. 

Until that is done in the transition quarter, the demand exceeds 
supply. That was misinterpreted in World War II, and it is being 
misinterpreted now in terms of an overallotment having been made 
by the agencies of Government responsible for the administration of 
production controls. 

The facts are that the balance, the bookkeeping of what has been 
done with respect to allotments within supply, are authorizations to 
industry within the allotments made by the Defense Production Ad- 
ministration to the claimant agencies, that a very effective and very 
good administration has resulted. In other words, there has not been 
a flagrant violation. Furthermore, there have not been more tickets 

assed out than there was supply. It is a balance that is very close 
Gasiveen the allotments or the program determinations made, and 
the authorizations that were passed on to manufacturers. 

It is quite natural that we should expect that when you are in this 
transition period there will be a lot of distortions. Obviously, for 
years you have had customer-supplier relationships of long standing 
for the things that we do when we are not in an emergency period 
in the country, and, therefore, the actions that we are taking disrupt 
those normal supplier-seller relationships, because we are making 
different things. 

We are placing importance on new things in different quantities 
and, therefore, that disrupts a normal supplier-seller relationship and, 
gentlemen, that causes confliction, and it causes problems, it causes 
work. 

So during this transition quarter it is very easy for us to get many 
conflicting and confusing statements with respect to the thousands 
of transactions that take place as you bring about an orderly balance 
between supply and demand. 

Our immediate task is to make sure that we are doing the job in 
industry and in Government as effectively as we can, to keep this 
period of difficulty, while the transition is being made in the transition 
quarter, so that it is done when the transition quarter is over, and 
we get to the objective, and that is a completely orderly system of 
production authorization and regulation within supply, and that we 
get the objectives that we have to meet met on time, and that we 
get the fairest and most equitable distribution of our supplies in the 
accomplishment of those objectives. 

Mr. Burton. Would you care to have us question you now? 

Mr. Sxucer. I would be very happy to have any questions that 
you have, and I will try to answer them. 

Mr. Burton. Mr. McKinnon. 
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Mr. McKinnon. I do have a couple of questions. I notice in 
reading over some of your orders that each of them starts off pretty 
much with an apology that you have not been able to check and 
consult with representatives of the industries involved. 

Now, I can appreciate how that could be, in order to get on with 
the kick-off, but if we are going to get these orders complied with, and 
get the cooperation from industry that we must have to make the 
thing successful, I think you realize that you will have to check 
pretty thoroughly and listen very carefully to the various industries 
involved that are being regulated, and I presume that that is going 
to be your intent in the future, is that not true? 

Mr. Sxuce. Well, I will have to answer your question this way. 
Since the Controlled Materials Plan involves the production of all 
things made from steel, copper, and aluminum, obviously to try and 
talk to each industry would be impossible, I mean, and meet any 
kind of a time schedule. 

What we attempt to do is to talk to large industry groups, for 
example, talk to people in the steel industry, and talk to people in 
the electrical industry, talk before groups of purchasing agents, and 
so on and so forth, to get the advice and counsel of large cross sections 
of American industry that would be guiding to us in the actions 
we take. 

Mr. McKinnon. Now, when you talk of these cross sections, are 
you taking in mind small business organizations as well as large 
business organizations? 

Mr. Skxuce. Very definitely. I think that is borne out by some 
of the testimony that I gave this morning. 

Mr. McKinnon. I will ask you also, Nir. Skuce, who writes your 
orders that you put out, your CMP regulations? 

Mr. Sxuce. Every order or regulation that goes out under CMP, 
I personally review in the first, second, and subsequent drafts, before 
they go out. 

Mr. McKinnon. Who does the actual writing of them—an attorney? 

Mr. Skxucer. An attorney. 

Mr. McKinnon. Well, I suggest that while you are going to have 
to have some of this language in legal form, that I think it would be 
very helpful to the small-business man if you could get a good news- 
paperman, say a rewrite man, and have him spell it out in good: 
newspaper English language as to what the order means, or what it 
means to the fellow who is going to be regulated. That would be 
very helpful. The small-business man has an awfully difficult time in 
making heads or tails out of regular legal stuff. These orders are 
often hard to understand; it is hard to get your intent. 

Now, I realize that you have got to write rules thoroughly, in order 
to keep out chiselers, or to keep these fellows who are looking for 
loophaliis from finding them, but I think that most businessmen would 
be glad to comply with your orders if they understood what they 
meant. 

Now, if you could give a brief synopsis, written in plain English, I 
think that it would be very helpful to a lot of small-business men who 
want to comply with it, but they have a difficult time, unless they hire 
an attorney to interpret them, as to just what they mean. 

Mr. Sxuce. I think we have, in selecting our legal counsel, been 
most fortunate in securing an individual who was very mindful of the 
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need for simplicity in sentence and paragraph structure, and I have 
had at his elbow one of the ablest fellows on our staff who is very 
critical of any involved sentence or paragraph structure. 

Mr. McKinnon. Now, you take these orders 1, 3, 4, 5, and so forth, 
they are not easy reading, and they are not easy to digest for the aver- 
age man with an education to the eighth, ninth, tenth or eleventh 
grades. I think it would be very helpful if you would take a lead off on 
the thing, and boil it down, and give the intent of the order without 
getting into the legal phraseology. 

You should tell, I think, the businessmen what you are trying to 
do, and how he can proceed, and I know from personal experience, 
and I know from experience with a lot of other small-business fellows, 
that it would be most helpful for them to have you try to interpret 
what these orders say. 

Mr. Sxuce. We attempt to get the orders written as simply as we 
possibly can, but it is a legal responsibility to develop legal measures, 
and these orders are legal measures. 

Mr. McKinnon. I believe you missed my point entirely. You 
have your legal measures now, and if you were to lead off in your 
order with, maybe a 100- or 200-word statement, not written by an 
attorney, but written by somebody who can write to the fellow who 
is going to be governed by the order, telling him what you want to do, 
so that if he doesn’t want to look for a loophole, the instructions that 
he receives in your introduction would be sufficient to guide him. 

Now, if he is looking for a loophole, then you have your legal phrase- 
ology which will catch him and stump him. But the average man 
wants to comply, and if you have only a long printed regulation, I 
think it is difficult for him. I think you can improve your order 
tremendously and be of great service to a lot of small-business men if 
you were to write a simple synopsis in addition to the legal phrase- 
ology. In effect, then, you would have a synopsis of the order in 
simple language as an introduction. The introduction would be 
followed by the legal phraseology as you now have it in present orders. 

Mr. Skuce. Well, I certainly will note your recommendations, 
but I don’t know what will be done with respect to the adminis- 
tration, in having the orders written in a free-hand style. They 
certainly will be looked at from the standpoint of making them as 
easy as we can to understand, and to follow them up with things, like 
the pamphlet ABC’s of CMP, and so on, to guide them. 

Mr. McKinnon. When the order comes, the man who is going to be 
governed by it, is bewildered, and he doesn’t know what it means. 
As a result he has to go to an attorney in order to get it interpreted 
for him, or else he will steer along in the dark. 

I don’t mean to say that you should strike out the legal phraseology. 
But I simply say why don’t you lead it off in a regular newspaper man- 
ner, with regular newspaper English, to inform the man as to what that 
order intends to do and how it works. 

Mr. Skxuce. Are you aware of the faet that we issue a press release 
with each order explaining it in very simple language, and that is ex- 
plained by the people of the press, as to what the order is supposed to 
do, and it comes out with the regular legal order? 

Mr. McKrnnon. Yes, but a lot of newspapers are short of space, 
and they cannot run it. It might be run in Washington or some large 
metropolitan dailies, but a lot of the smaller dailies do not have the 
space for it. 
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The importance is to have it attached with your order so that when 
he starts reading the order he can interpret what the order intends to 
do. 

Mr. Sxuce. Well, I know that you are hitting at a very important 
and fundamental point, and the problem of trying to convey, by the 
medium of the English language, to all the people in America what a 
certain order or regulation means to accomplish, or is supposed to 
accomplish, is extremely difficult, because it would have to be close to 
fourth-grade intelligence, either in the order itself or in whatever 
supporting boiled-down matter of the order you give. 

It is the intent to make them simple. I think this is a lot simpler 
then we had in World War IT. 

Mr. McKinnon. Yes; I think you are working in the right direec- 
tion, but there is still a lot of criticism by businessmen that they cannot 
make out what you are trying to say in the order, and while you still 
have to maintain the context of it, you should be able to give it in some 
concise and very simple language. 

Mr. Burron. Yes; I think you would do well to follow that sug- 
gestion, and we are of the belief that more complete compliance would 
be had. I believe that people are trying to comply, but some of this 
legal phraseology is rather difficult for most of us to understand. 

Now may I ask what factors, in your opinior, make the CMP 
necessary at this time of limited mobilization? 

Mr. Skuce. I think possibly a good answer to that would be to 
direct attention to a recent press release by Mr. Fleischmann governing 
fourth-quarter situations, with respect to our short supply. 

This is a press release dated July 27, 1951, and its number is 14-82, 
and I will just quote from Mr. Fleischmann’s release, if I may. 

Mr. Burrow. If it is brief. 

Mr. Skxuce. Yes; it is brief. 

An idea of the complexity of the task may be had from the fact that while the 
over-all average of demand for carbon steel amounted to 147 percent of supply, 
in the case of structural shapes the demand was for 223 percent of what will be 
available during the fourth quarter. The average demand for copper and copper- 
base alloys was approximately 170 percent of supply, while that for aluminum 
was 145 percent. 

Now, obviously, when you have that kind of imbalance between 
supply and demand, there must be some channeling in order to carry 
out the objectives of, one, meeting the military needs on schedule; 
two, of carrying on our resources expansion program so that we can 
continue to have a dual economy. 

Mr. Burton. May I ask you, how do you account for that huge 
percentage of demand as compared to supply? The defense needs 
surely did not take up all of that difference. 

Mr. Sxuce. The program that we have now, Mr. Chairman, is not 
only one to produce military items but we are expanding aluminum, 
a substantial percentage of 30 percent of aluminum-making facilities, 
and we are expanding steel by better than 18 percent, and we are 
expanding the basic resources back of those basic raw materials, the 
resources of power, trarsportation—water transportation as well as 
rail—basic chemicals, and other materials supporting this program. 

We are building plants, stand-by plants, which will produce tanks 
and airplanes and so on. 
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Those things are not in the military total. They are defense 
supporting. And even in the military totals, or the total indicated 
as direct military demand, you only get part of the story by looking 
at the authorizations or allotments of materials made to the Depart- 
ment of Defense, because those authorizations or allotments do not 
include the many type B products, the ball bearings, the motors, the 
control, and all of those products that are made under the direction 
of NPA, so the impact of this program that we have of national 
preparedness, not only for the direct military items but for the 
tremendous expansion of the industrial might of this Nation, is an 
impact which, on top of a very high permitted level of consumers’ 
durable goods, brings about the impact that is recorded by these 
figures. 

Mr. Burton. Mr. Seely-Brown. 

Mr. Seevy-Brown. Sir, when you made your allotments to the 
Department of Defense, did you take into consideration existing DO 
orders that were already outstanding? 

Mr. Sxuce. Not with the Controlled Materials Plan. What you 
do is to supersede the authority given by the DO? 

Mr. Sreety-Brown. The reason I asked the question is because 
many people have DO orders and find out that they are useless. 

Mr. Sxuce. They will be washed out, from the standpoint of steel, 
copper, and aluminum, with the conclusion of this transition quarter, 
and during this period that brings about the need on the part of the 
industry, so they will get industry under CMP to cancel those other 
orders, or you would have too many orders on the books during the 
transition period, and they are not in compliance with the production- 
control plan that we have developed. 

Mr. Seety-Brown. Then I have one more question. Would it be 
possible and proper for you to indicate percentagewise approximately 
the percentage of steel, the percentage of copper, and the percentage 
of aluminum that you say is being allocated for our military needs, 
and how much is going to be allocated or allotted for civilian use? 

Mr. Sxuce. May I suggest that since you are going to have Mr. 
Melvin Anshen, who is chairman of the Requirements Committee, 
as part of your investigation, that Mr. Anshen give you those figures, 
which he can do exactly, and which I can only guess at? 

Mr. Seety-Brown. Thank you. 

Mr. Burton. Thank you very much. 

Mr. Multer, do you have any questions? 

Mr. Metter. No questions. 

Mr. Burton. Mr. Dalmas. 

Mr. Damas. Mr. Chairman, I understand the House meets at 11 
o’clock, as you know, and we have a number of questions with regard 
to the controlled-materials plan that we would like to ask, and I am 
going to ask you if you will ask Mr. Skuce to stand by and come back 
at a later period. 

Mr. Burton. Well, when you refer to a later period, we should 
decide when that is to be now. 

Mr. Damas. Will Friday morning be suitable? 

Mr. Burton. How about tomorrow morning? 

Mr. Damas. We have three witnesses sc *hedule d for tomorrow 
morning. 
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Mr. Sxuce. May I suggest that there might be many questions 
that will arise as you talk with the other people whom you are going 
to talk with, which I might be able to help you with maybe more 
advantageously at a later time, too. 

Mr. Damas. Are you suggesting, then, that you come back later 
than Friday morning? 

Mr. Sxuce. I would be happy to. 

Mr. Burton. Mr. Dalmas, we are inclined to sit until we hear the 
bell ring, because there will be preliminaries in the House first. And 
then, when the question is raised, we will immediately adjourn. 

Mr. Daumas. Mr. Skuce has pointed out that if we were to question 
other witnesses of NPA that there would probably be many questions 
come up that he would be in a better position to answer, and that he 
would be glad to come back at a later time. 

The first question I have is this, in drawing up your CMP program, 
Mr. Skuce, you touched on the consulting of industry, and you made 
your preparations —you came with NPA in Decembe r? 

Mr. Sxuce. That is right. 

Mr. Damas. And you started your preparations then? 

Mr. Sxuce. Yes. 

Mr. Daumas. To draw up the CMP program? 

Mr. Sxvuce. Yes. 

Mr. Daumas. Now you have a long period there before the CMP 
was scheduled to go into effect on July 1. Now to what extent did 
the producers of steel, aluminum, and copper have participation in 
drawing up the plans? 

Mr. Sxvuce. Well, what we did during thet period, right after I 
agreed to take on this assignment, I secured by name adozen men. I 
went directly to the chairman or president of the company and asked 
for the man whose talents I knew of by name. 

I also secured two men, or three men, who had been with me in the 
War Production Board, and who had worked on these controls, be- 
fore. So 1 had a hand-picked group of a dozen men covering various 
phases of the plan. 

We started to work in getting an outline and in developing the 
various aspects of the plan. The organization of NPA was very 
limited with respect to the needs to administer such an operation, 
so we had the problem of developing NPA into the kind of an or- 
ganization it would have to be, and of staffing that organization with 
people competent to administer the respective parts of it, as the plan 
went along in its development on paper. 

During that period we did not have fully staffed copper, aluminum, 
and steel divisions that would be required when C MP was put in 
operation. So we had to secure from the copper, steel, and aluminum 
industries those people who would come down and operate the steel, 
copper and aluminum divisions, and we had constant meetings with 
these people from industry who came down to help in steel, copper, 
and aluminum divisions, and having their technical guidance and 
consultation, as we developed the plans. 

Mr. Damas. Was industry pretty well sold that this was a proper 
method? 

Mr. Sxuce. To answer that question, we called in specified groups. 
For example, two dozen people who would have experienced judgment, 














16 SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 


people from various kinds of industries, including people who were in 
charge of large trade associations and who had experienced judgment 
of the views of their people. 

The views with respect to the need for CMP in the early days were 
as broad as from no controls at all to full control. You had the full 
gamut of recommendations. 

The views with respect to the particular provisions and mechanics 
of the plan, based on the recent experience that we had in 1943, 1944, 
and 1945 with the plan, did not offer particular difficulties with respect 
to comprehension between various segments of industry in what we 
were proposing to do that was the same or different as what we had 
done last time. 

Mr. Damas. Based on your answer, was this open-end program 
that you devised first, was that a compromise between no controls 
and all-out control? How did you arrive at that particular phase of it? 

Mr. Skxuce. The principle in starting with an open-end CMP, since 
my group, who are the designers of the Controlled Materials Plan, do 
not make program determinations, we don’t decide how much is going 
to be programed, and the view in early 1951 was that there might be 
some 50 percent under CMP, there might be 60 percent, there might 
be 70 percent, there might be 80 percent, but the decisions were not 
made as to how much would be under CMP. 

So if it was not all under it, a certain portion would be open end. So 
the plan had to accommodate whatever decision would be made from 
the standpoint of how much would be programed. 

Mr. Burton. Has such a decision now been made? 

Mr. Skuce. Such a decision was made when the plan was first 
announced, Mr. Burton, and lately, as late as last evening, Mr. Fleisch- 
mann announced last night on the radio that it would be close-ended 
for the fourth quarter. 

Mr. See.ty-Brown. Would you or any member of your group be 
able to state just what has happened, in fact, with all of the aluminum, 
steel, and copper which we had in this country in the past 12 months; 
where has it all gone? 

Mr. Sxuce. Mr. Anshen has the complete breakdown. It has been 
given in some degree in this last release of Mr. Fleischmann’s, just to 
quote for a minute here, and this shows all three: steel, copper, and 
aluminum. 

Estimated supply for the fourth quarter in steel, 21,336,000 tons. 

That is the estimated supply for the fourth quarter secured in con- 
sultation with the steel mills. 

Mr. Seety-Brown. What happened to the steel that we already 
had? Where has that all gone, and the copper and the aluninum; 
where is it now? 

Mr. Sxuce. Well, there have been for a long time, as you undoubt- 
edly know, there have been regulations that people have had to stay 
within certain inventory limitations. The employment of the country 
is at its peak, and this material, presumably, then, is in production, 
and may be to a large degree in imbalance production, brought about 
by shortages, to round out and get end products produced, which a 
good control of production would implement by not having those 
shortages, keep work in process inventory excessive, and would result 
in getting the greatest amount of productivity from the supplies that 
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we have. But so far as any large stocks, there should be no large 
stocks of basic raw materials in anybody’s possession, because, since 
last September, there has been a provision that inventories could only 
be held at the minimum practical level, and not to exceed 45 days’ 
supply on steel, as an example. 

So presumably, everything that is being made is being sold, and is 
being procured, and procured within the inventory limitations which 
we have. 

Mr. Burton. Steel production is at what percentage of normal? 

Mr. Skxuce. Since the expansion program has started of this 18- 
percent increase expected in the total addition to steel production, 
about 8 percent has been accomplished. ‘The balance is under way 
in the steel expansion program, which will be completed by 1953. 

Mr. Burton. Does that mean that steel production is at 108 per- 
cent of normal? 

Mr. Sxuce. I don’t know what you would call normal, Mr. Bur- 
ton. I think when Mr. Foy or Mr. Sentner comes up, who head up 
steel, that they can give you a much more precise answer to that 
question. 

Mr. Daumas. Mr. Chairman, it is probably 108 percent of the rated 
capacity, rated annual capacity; is that correct, Mr. Skuce? 

Mr. Sxuce. Well, I was quoting those figures from Mr. Fleisch- 
mann’s speech of last night, wherein I noticed he gave credit to the 
fact that of the 18 million increase, which is also an 18-percent increase, 
that 8 million of it was, in fact, accomplished, and that there was still 
10 to go. 

The 100 million, I believe, was the starting base, when the last 
expansion started, and that is in finished tons or tons of finished 
products. Here he has it: 


Our production of steel must be increased from pre-Korea record of nearly 
100 million tons to a volume of something over 118 million tons a year. 


And then he goes on to say— 
We have 8 million of that already. 


Mr. Burton. Very well. 

Mr. Damas. Mr. Chairman, I hope you will excuse this expres- 
sion—it is not mine—but the present situation in the third quarter 
has been described as “‘a hell of a mess.” 

Now, in drawing up the CMP plan, did you try to foresee and pro- 
vide for this duplication that apparently is in existence today? For 
instance, people with CMP orders, with military contracts, cannot 
place orders today for steel and copper. Now, what is there in the 
CMP program, what thinking did you give to that phase of it in this 
transitional period that you have talked about, to prevent this piling 
up and this pyramiding of orders, and how do you know, for instance, 
or how does your plan provide against duplication through the NP/ 
Industry Divisions, duplication through the other claimant agencies, 
and so on? Is there anything in the plan, was there any thinking 
along the line of trying to prevent the very situation we are in right 
now? 

Mr. Sxvuce. I am very glad to answer that question, because I 
have a very straightforward answer for it. 

The total number of authorizations, purchasing tickets, given out 
or authorized controlled materials allotments given out to industry 
is within our supply. 








18 SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 





Now, in the third quarter 

Mr. Dautmas. What do you mean “within our supply’? 

Mr. Sxuce. Well, we have this 100 million annual rate of steel, 
100-plus million annual rate of steel. The allotments that are made 
by DPA are within the supply total, with an attrition allowance, 
which experience has taught that we get, so there are orders for the 
actual productivity of the steel-producing facilities. 

Now, the total of all of the authorizations passed out by DPA are a 
matter of public record, and they match the supply witb the attrition 
allowance. The total passed out then by each agent, or by each 
claimant agency, and NPA being a claimant agency, by its respective 
divisions in NPA, cannot abel the total of the program determina- 
tion. 

Similarly, each industry division in processing the paper to the 
manufacturers in each product classification cannot exceed the total 
amount that they have allotted for that, assigned for that purpose. 
The manufacturer, on receipt of his production authorization and 
allotments of steel, copper, and aluminum, has the responsibility for 
not exceeding those quantities given to him, and for canceling his out- 
standing purchase orders, either rated or unrated, by validating them 
with the authority now given, and on placing new orders within the 
totals which he has been assigned. 

During the transition period, you have the months of July, August, 
and September. July and August do not provide enough lead time 
from the autborizations given, so that ACM orders with lead time can 
be placed as new orders. They can only be used to validate the orders 
that he has already placed as ACM orders. The new order can be 
placed not to exceed 35 percent for the total of the quarter in the 
month of September, in that transition period. 

Now, then, the remaining job, since there has been compliance, and 
there has been an orderly job done within the Government, is the 
succeeding job to be done by industry, and I don’t say this critically, 
because I know that it has to be done consecutively from the prime 
to the secondary, and therefore we have to have protection for them 
during this transition period, so that the authority previously given, 
which is the DO rating, is not invalid during this period, but 1s super- 
seded by this new authority given, so that there is a continuity to its 
place in the mill schedules. 

Mr. Datoas. Hasn’t that accounted for a lot of your duplication? 

Mr. Skuce. Sir, until industry brings their individual purchase 
orders in line with the authorizations given, which are within supply, 
there will be a duplication. I mean, there will be an excess demand on 
the mills. 

Now, in order to preclude the reluctance to fill the ACM orders as 
an ACM order has greater authority than a DO-rated order, in that 
mill schedule. 

Mr. Dautmas. What is an ACM order? 

Mr. Sxuce. Authorized control material. 

Mr. Damas. Thank you. 

Mr. Sxuce. So that there is an incentive and a necessity on the 
part of the manufacturers to get their new authorized control material 
orders authenticated or placed in the mill schedules. 

Mr. Dataas. Well, what happens to the fellow who has a DO order 
that is canceled out, is that replaced by a controlled materials order, 
or an ACM order? 
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Mr. Sxuce. The DO authority which a manufacturer might have 
had may only be supported in part by the authorization which he 
now has, because the DO authority might have been too great to be 
supported in this balance of supply and demand, and in the authori- 
zation which was given for that particular schedule. 

Mr. Seety-Brown. It puts him in a tough spot, though, doesn’t it? 

Mr. Sxuce. Yes, sir; it does, and I would like to just revert for a 
minute to something that you asked, and properly, whether we had 
gained by the experience that we had in the last war when we went 
through a comparable period, when the CMP was put into effect for 
the second quarter, which was the transition quarter in 1943, the total 
demand all then covered by priority ratings, because you had been in 
several priority systems over a period of 3 years at that time, and the 
rated demand for steel was 26 million tons of carbon as against a 
supply of 16% million tons of finished steel products. 

So you had the problem there of giving authorizations in line with 
supply, which was 16 million tons, to people who previously had 
had rating authority in terms of 26 million tons. 

Now, then, rather than have the situation grow to those limits, and 
that was after the consumer-durable goods production had been shut 
off in the last war, rather than to have the priority system collapse, 
and that was the third collapse of the priority systems in World War IT, 
we attempted to change to quantitative production-control systems 
that would get us through this period of difficulty when demand would 
exceed supply, in order to bring about a balance rather than to go 
through months and months oad months of confusion, but to try and 
get the confusion period over in transition, and orderly process in the 
shortest possible time, so that we do not have the disruption of 
employment, and we do not have a loss of production in the United 
States. 

Mr. Seety-Brown. That transition period ends in September, 
is that correct? 

Mr. Skuce. Yes, sir. 

Mr. Daumas. Mr. Skuce, you made reference to World War II, and 
that leads me to ask you this question at this time: 

A great many people say, ‘‘We read in the press that the CMP only 
operated successfully in World War II because all-out mobilization was 
in effect, and because the military was taking the greater part of the 
controlled materials. Now, then, if you don’t have that situation 
present today, therefore it is almost an impossibility under partial 
mobilization to have the CMP operate successfully.’”” What do you 
think of that? 

Mr. Sxuce. Well, my belief is that the very simple approach that 
you have in the Controlled Materials Plan, of adding up what you 
1ave and not giving out authority to make more than that, particularly 
in a time when the demands considerably exceed your resources, is by 
way of being an orderly means of getting the objectives that you want 
accomplished, and of keeping the demand on supplies realistic, and of 
giving orderly direction, which you don’t get by a nonquantitative, 
nonscheduled priority system, and so long as we have to give prefer- 
ential treatment to the things that we do need, so long as we have to 
protect against the disruption of production, and the unfair distribu- 
tion of materials, and inequities that result from unfair distribution, the 
simple basic principles of the balance of supply and demand, using 
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these three common denominators, has proved not only successful for 
the military items in World War II, but alse for the many civilian 
items without which you cannot have the military items, and without 
which we could not have a a strong home economy, and that the CMP 
does apply to the civilian-type items as well as military items, from 
World War II experience. 

True, we did not have consumers’ durable goods during a large 
part of the controlled-materials plan operation, but we open-ended 
CMP in the tail end of C MP” s operation in World War II to permit 
the production of consumers’ durable goods without ratings during 
the last part of the plan’s operation. 

So we are not doing all new tricks in what we are doing, but we are 
timing the things we learned last time, and applying them to where we 
think they can be most effective now. 

Mr. Davmas. This is not a question in continuity, but we had a 
fabricator in yesterday who had a Navy contract, which he had 
recently secured, and he had contracts for supporting programs. He 
had been trying for several weeks to place the orders for the fourth 
quarter’s DO’s, and he could find no mill which would accept his 
orders. 

We read in the press of a large company having people stationed at 
post offices so that they can grab their allotments out of the post- 
office window and rush to a mill with it, so that they could beat some- 
body else whose CMP allotment had been a little bit delayed. 

Now, if those things are so, I don’t see how you are fitting this 
supply to your demand, maybe not demand, but somewhere in this 
situation there have been too many allotments made, and people with 
valid military contracts are not able to place their orders for the fourth 
quarter. 

Mr. Skucr. We have not given out more allotments than we have 
materials. That problem is not there. The problem is, in fact, that 
the old authority, previous authority they had, had to be canceled out 
during this period. Actually on the new authority you get on your 
CMP 

Mr. Damas. I am talking about the fourth quarter now. Ap- 
parently you are not going to have DO’s in the fourth quarter. 

Mr. Skxuce. That is right, but there have been unrated orders 
placed on the fourth quarter, and also it may be entirely possible that 
a man is trying one mill and has not tried the other mills. 

Usually when vou hear of some of these general blasts, and you see 
the details in back of it, you find that they are not entirely supported 
by the general statements made. 

I had one manufacturer come in April of 1943, after the CMP was 
launched in World War II, with a stack of purchase orders that he 
had, stating that the CMP plan would not work, and he was from 
one of the largest companies in the country. 

I went through those purchase orders with him, and I found that 
in going through the first dozen, after which he stopped me, that the 
orders stated, “Immediate delivery.”” They did not ask for enough 
lead time. They did not indicate that the mill had refused them or 
that they had tried another mill. 

There were all kinds of various obvious evidence from the orders 
that a complete job had not been done by that particular complainant 
in trying to do what he was supposed to do. He took the orders back, 
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and a week later made the statement that he was able to get all of the 
orders placed. 

Now, we are in a difficult period during this transition period, to 
where these checks are all certified checks, after everybody does the 
job they are supposed to do, the checks are certified checks. 

Now, until they do that job and remove the other currency which 
they have been using, obviously they will not be certified checks. 

Mr. Daumas. Well, your answer indicates the very thing you men- 
tioned earlier, that you are destroying customer relationships. 

Now, this particular company had been in business for 37 years, 
and had been dealing with certain mills, and he had a right to expect 
to go to his normal supplier and have this check honored, and he 
could not get it honored, so, therefore, somewhere in this CMP pro- 
gram, there must be an inherent weakness. 

Mr. Sxvuce. Well, I point out that when the Government steps in 
with priorities or with an over-all control— 

Mr. Damas. Just a moment. 

Mr. Skxuce. That it does distort normal seller-customer relation- 
ships. 

Mr. Datmas. When the Government steps in, as Mr. Burton 
pointed out, they are only stepping in with about 10 percent, insofar 
as the military is concerned, and your supporting programs with 
respect to steel take up about 30 percent, I believe, isn’t that correct? 

Mr. Skxuce. The total amount that is authorized by the Defense 
Production Administration for the fourth quarter is all of the supply, 
so it is all rated. 

There is a relationship between defense and defense-supporting in 
carrying out the dual program, not only in defense, but seeing that 
we get the components that go into the defense items, seeing that we 
get the new industry plants necessary to expand our basic resources, 
and also to make the products of war, the aircraft engines and the 
electronics devices, and chemicals, and so on, and that results in an 
impact that is of such magnitude that unless you had a quantitative 
production-control system, the small users would get a very serious 
squeeze by not having a comparable purchasing position, and the 
consumers’ durable goods which we are trying to maintain at a high 
level would have an extremely difficult time because of the impact 
of the rated authority given to the defense and defense-supporting 
program. 

Now, when the CMP went into effect, a great deal of our supplies 
had DO-rated authority, and this is a more orderly way of the Govern- 
ment using its authority to carry out the objectives of ODM than by 
a straight priority system, which we know from past experience does 
not do the job adequately. 

Mr. Daumas. Granting that, you have not allocated any more 
steel than the available supply in the fourth quarter. 

Mr. Sxuce. And that goes for copper and aluminum, too. 

Mr. Damas. So the question arises in the minds of a great many 
people. For instance, taking agricultural machinery, you have a 
claimant agency of the Department of Agriculture. You have a 
claimant agency in an NPA division. 

Now, in the component parts of the agricultural machinery, you 
will have electrical gadgets, and you will have a dozen others that 
may go across other NPA divisions. So it looks, on the face of it at 
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least, that in your allocation of the material from these 19 claimant 
agencies, that there is a strong possibility that considerable duplica- 
tion exists. The point I am after is this, how does the CMP provide 
against such duplication? 

Mr. Sxucer. Well, I can give you a very direct answer to that. 
There are several agencies of the Government, as I indicated earlier, 
that we call claimant agencies, and they are ‘charged with resource 
responsibilities, and others are charged with product or production 
responsibilities. 

Now, while agriculture will claim for its needs, it will not include the 
materials for mac hinery for food-processing mac ‘hinery, or for farming 
machinery, which products are claimed for by NPA. 

Now, N PA, in claiming for the agricultural machinery, or the food- 
processing machinery important to agriculture, only claims for the 
materials in other than the class B products, the class B products in 
the official class B product list, which is a part of the plan. 

In other words, in claiming for the food-processing machinery any 
B products which are components of the food-processing machinery, 
for example, such as ball bearings, motors, controls, push-button 
stations, or like devices are on the official B product list, and they are 
not included in the materials requested by the manufacturer of the 
food-processing machinery. 

The manufacturers of motors, controls, and ball bearings, have their 
own product class, and they apply horizontally to their needs, so that 
the possibilities of duplication, therefore, are ruled out by that product 
classification. 

Now, to make doubly sure the ability for the food-processing ma- 
chinery to secure bills of materials that would permit them, if they 
were so inclined, to disregard the rules and to ask for the quantities of 
materials necessary to make those class B components, the authority 
to ask for such a bill of materials would not be granted for B products, 
and the B products producers will not give such information, and are 
not required to, under the Federal Reports Act, so they will not pro- 
vide such data, and therefore there will be extreme difficulty for a 
manufacturer to try and include B product requirements which he 
should not include in his request. 

So the ability to ask for inclusive requirements beyond that properly 
asked for by any particular manufacturer is, one, against the rules, 
and, number two, it is made administratively extremely difficult. 

Mr. Burton. Thank you. 

Mr. Daumas. Mr. Chairman, I would like to request that the 
organizational chart submitted by Mr. Skuce to the committee be 
made a part of the record. 

Mr. Burton. It may be included in the record. 

(The chart referred to is as follows:) 
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We are going to have to adjourn, because the House is in session, 
and we will reconvene at 10 o’clock tomorrow morning. 

I believe you have witnesses scheduled for that time? 

Mr. Damas. Yes. 

Mr. Burron. Would it be advisable for Mr. Dalmas to get in 
touch with you and tell you what time we will be ready for you to 
appear again? 

Mr. Sxuce. At your pleasure. 

Mr. Burron. It will probably be Friday morning, but I believe 
we would do well to get going tomorrow morning and see what 

rogress we are making, rather than to risk calling you here and 
ee you await your turn. 

Mr. Sxuce. If it is at all possible for you to do so, I would like to 
have a couple of days’ advance notice as to when you want me to 
appear, so that I can make my plans accordingly. 

Mr. Burton. We will try to do that. 

Now, Mr. Dalmas, as to the point of meeting, do you know whether 
this room will be available or not tomorrow? 

I understand that it is expected that the meeting will be held in 
this room at 10 o’clock tomorrow morning. 

We are adjourned. 

(Whereupon, at 11:35 a. m., the subcommittee adjourned, to 
reconvene at 10 a. m., Thursday, August 9, 1951.) 








PROBLEMS OF SMALL BUSINESS UNDER THE 
CONTROLLED MATERIALS PLAN 


THURSDAY, AUGUST 9, 1951 


House or REPRESENTATIVES, 
SuBcoMMITTEE No. 3 OF THE SELECT COMMITTEE 
To Conpuct a Srupy AND INVESTIGATION 
OF THE PROBLEMS OF SMALL BUSINESS, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 10 a. m., in 
room 1310, New House Office Building, Washington, D. C., Hon. 
Clarence G. Burton presiding. 

Present: Representatives Burton (presiding), Multer, McKinnon, 
Riehlman, and Seely-Brown, Jr. 

Also present: Hon. William H. Ayres, Congressman from the State 
of Ohio. 

Victor P. Dalmas, executive director, Arthur F. Lucas, Duncan 
Clark, and Jeremiah T. Riley, of the staff. 

Mr. Burton. We will call the meeting to order. 

The House convenes at 11 o'clock today, so we will be limited in 
time. I will ask the witnesses if they will be good enough to give their 
industrial background as well as their position with the agency, and 
that will assist the committee. 

Other members of the committee are on the way and will be here 
shortly, but considering the fact that we only have an hour, we will 
proceed. 

The expectation is that we will have another meeting tomorrow, 
Monday, Tuesday, and Wednesday of next week. 

Our first witness is Mr. Foy. Will Mr. Foy be good enough to take 
the stand, please. 


STATEMENT OF NORMAN W. FOY, ASSISTANT ADMINISTRATOR, 
METALS AND MINERALS BUREAU, NATIONAL PRODUCTION 
AUTHORITY 


Mr. Burton. You may proceed. 

Mr. Foy. Mr. Chairman, | brought a brief statement with me 
which I understand you desire, which I should like to read. 

Mr. Burton. Very well. 

Mr. Foy. I am Norman W. Foy, Assistant Administrator of NPA 
for the Metals and Minerals Bureau. My industrial background is 
that 1 was general manager of sales for the Republic Steel Corp., of 
Cleveland, Ohio. 
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The Metals and Minerals Bureau consists of five Divisions as follows: 

The Iron and Steel Division; the Copper Division; the Aluminum 
and Magnesium Division; the Tin, Lead, and Zine Division; and the 
Division of Miscellaneous Metals and Minerals. 

I am responsible to the Administrator of the NPA for developing, 
within the framework provided by the law, policies directed toward 
maximizing and accelerating production of all basic metal and mineral 
products which are essential to the defense effort of this country and 
to the maintenance of sound defense-supporting and civilian economy. 

To provide for adequate tonnage production of these commodities 
is not enough. For the success of the defense program, it is neces- 
sary to assure that the production is of the right types, sizes, and 
shapes of these critical metals and minerals. We are therefore also 
responsible for arranging metal production schedules so that they cor- 
respond as closely as possible to requirements for specific types and 
shapes needed for authorized programs. The recommendation of pro- 
duction programs to be authorized is the responsibility of the end- 
product divisions of NPA and of all other claimant agencies. The 
authorization of these programs and the block allocation of metals 
required for each of them is the function of the Defense Production 
Administration. This Bureau, of course, reviews all programs and 
advises appropriate agencies concerning their feasibility on the basis 
of available supply of metals and minerals and of fabricating capacity. 
The actual distribution of block allotments, that is the issuance of 
tickets to individual consumers, is also done outside this Bureau, by 
the end-product divisions of NPA and by other claimant agencies. 

Mr. Skuce, Assistant Administrator for Production Controls of 
NPA, appeared before this subcommittee yesterday and discussed, 
I believe at length, the operation of the controlled-materials plan and 
how it affects small business. At the risk of repetition, I want to 
emphasize that two of the several provisions in CMP have a very 
strong effect in placing small-business firms in an advantageous posi- 
tion. The first of these two is the small-order provision which en- 
ables a consumer of very small quantities of steel, copper, and alumi- 
num to certify his own orders and to assign to them “SU”’ ratings, 
which, for the purposes of obtaining deliveries, have the same value 
as a CMP allotment to any other Eaintaaik agency, for instance, the 
Atomic Energy Commission. 

The other CMP provision directs consumers of somewhat larger, 
but still relatively small, quantities of CMP metals to send their 
applications not to the Washington headquarters of the NPA, but to 
the nearest of our numerous field offices. Instructions to our field 
offices have been issued, authorizing them to allocate on the spot up 
to 100 percent of the amounts of such small applications, and these 
authorizations can be granted for four quarters in advance. 

Now, 5 tons, or even 100 tons, of shoel may hardly even register in 
the production planning of our great manufacturing concerns, but for 
many a smaller-business man, such quantities may represent his entire 
take of controlled materials necessary to com ete his contracts. 

Again, at the risk of repeating what Mr. Skuce may have told you 
yesterday, it is important to realize that much of the recent criti¢ism 
of CMP operations is really premature. Actually, the first allocations 
under CMP were issued to be effective for shipment in the month of 


September, the month that has not yet arrived. Up to this time, 
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CMP has been in what I would call a dry-run state. Meantime there 
has been, admittedly, considerable confusion caused by the mixture 
of DO priority ratings, CMP orders, production or delivery directives, 
and other forms of authorizations. Naturally, there have been some 
hardships, but, as a practical businessman, I cannot help but observe 

that no major upset of our economy has taken place. The CMP is 
now coming out of its experimental phase and the next 3 to 6 months 
should prove its effectiveness. 

Our plant-expansion program also assists small business. Out of 
$1.7 billion of capital investment for which tax amortization was 
ye pe by the issuance of certificates of necessity, through May 
25, , nearly one-fourth of this investment was approved for inde- 
mt Bet iron and steel producers and fabricators employing under 
2,500 workers—in this industry, small producers. Likewise, in the 
nonferrous-metal industries, one-third of the total amount of authori- 
zations for tax amortization, aggregating $325 million, was issued to 
smaller independent operators. 

I have limited my remarks to general observations but will be 
glad to amplify them with any supporting statement that you may 
desire. Mr. Richard F. Sentner, the Director of the Iron and Steel 
Division, follows me and will furnish you with more detailed informa- 
tion concerning the iron and steel industry. 

Mr. Burron. Thank you, Mr. Foy. We will have a number of 
questions to ask you, but it probably would be advisable if we were 
to hear from Mr. Sentner, and then we will direct questions to the 
both of you. 

Mr. Foy. Yes, sir. 

Mr. Burton. It might be well for you just to retain your seat. 
There is a place for Mr. Sentner beside you. 


STATEMENT OF RICHARD F. SENTNER, DIRECTOR, IRON AND 
STEEL DIVISION, NATIONAL PRODUCTION AUTHORITY 


Mr. Sentner. I have a brief statement which I have prepared. 

Mr. Burton. Proceed. 

Mr. Sentner. My name is Richard F. Sentner, and I am Director 
of the Iron and Steel Division of the National Production Authority 
of the Department of Commerce. 

My industrial background is assistant executive vice president of 
the United States Steel Co. 

The Iron and Steel Division of the NPA is charged with the respon- 
sibility of maintaining production of steel products at maximum 
rates and implementing the program determinations, allocations, and 
authorizations issued by the Defense Production Administration. 
To do this job, the Iron and Steel Division has a staff of qualified 
personnel, most of whom have a background of experience in the 
steel business. Specialists are in charge of each of the several sections 
relating to various products or activities. 

The committee may be interested in a word with respect to the 
status of steel production and increases in capacity. On January 1, 
1950, the producing capacity of the iron and steel industry was 
approximately 100,000,000 annual ingot tons. As a result of the 
expansion program undertaken by the steel industry, a productive 
capacity had increased to approximately 104,000,000 annual ingot 
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tons by January 1, 1951. At the present time production is running 
at an annual rate of about 108,000,000 ingot tons. The steel industry 
has operated for 23 consecutive weeks above rated capacity. It is 
our expectation that by the middle of 1953 the capacity of the industry 
will have increased to approximately 116 to 118,000,000 annual 
ingot tons. 

The shortage of certain production materials in the manufacture of 
steel has been a problem of the first magnitude in maintaining high 
levels of steel production. Ferro-alloys are a good example. We 
are dependent on imports for a substantial portion of our ferro- 
alloys. The nature of the defense requirements is such that increas- 
ingly large percentages of these alloys are required and therefore less 
are available for other groups. In order to keep these elements 
flowing to maximize defense production, it is required that we limit 
the end use and regulate the distribution of these alloys to the require- 
ments that are most urgent. This is especially important in nickel, 
columbium, cobalt, tungsten, and molybdenum. 

One of the important aspects of steel-product distribution is the 
part played by warehouses whose primary function is to serve the 
requirements of small users. Early in its operation, the Iron and 
Steel Division, recognizing the importance of this distributive ac- 
tivity, issued its order M-—6 which provides a flow of material to 
warehouses. Thus, warehouses, upon which thousands of small users 
rely, received 5,300,000 tons of steel in the first 5 months of 1950, 
compared with 5,900,000 tons in the same period of 1951. 

Under the controlled-materials plan the Defense Production Ad- 
ministration establishes through program determinations the quan- 
tities of controlled materials to be allocated to the various segments 
of the economy. It then becomes the responsibility of the NPA in- 
dustry divisions and the several claimant agencies to distribute this 
tonnage for the desired end products and components. It is these 
divisions and these claimant agencies that actually distribute the 
block allocations of steel—ticket by ticket—to individual consumers. 
The job of the Steel Division is one of maintaining the highest pos- 
sible level of production in the shapes and forms necessary to cash 
CMP tickets and thus implement the program determinations of the 
DPA. 

Mr. Burton. Thank you very much, Mr. Sentner. Now, there 
probably are some questions that you will be asked. 

Mr. Multer? 

Mr. Mutter. I have no questions at the present moment, sir. 

Mr. Burton. Very well. Mr. Riehlman? 

Mr. Rieximan. Yes. I would like to direct my question to either 
of the gentlemen. 

There is one which concerns me, of course, and I presume many 
members also, that in our districts many of the small industries that 
use not large quantities of steel, but substantial amounts, too, probably, 
are bothered from time to time in getting their allocations. 

I just received a letter yesterday from a businessman in my dis- 
trict who was alarmed about what is going to happen, and he doesn’t 
know exactly. I think that somewhere in Mr. Foy’s statement here 
it is mentioned, that they intend, in the grass roots in different offices, 
to be able to scrutinize these inequities which probably will come up 
from time to time in allocations to small industries, and the business- 
men can go to that office and present their problems and get some 
relief. Is that what is in the works at the present time? 
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Mr. Foy. That is where they will present their applications for 
authorizations, in the case of those small users, to the field offices, 
who will be instructed—no, | don’t think they can give as much 
scrutiny to those small cases in the field offices as the Washington 
office of NPA can, and will give to the large requests. 

It is not quite as necessary because all of the small requests com- 
bined take up a very small percentage of the total output, so in the 
interest of expediting their paper work they are permitted to go into 
the field offices, which have general instructions for the processing 
of those applications, and in effect, really grant them in toto, if they 
don’t represent great increases over what they have had in the past. 
If they do, then they are referred down here, but a man who, in the 
third quarter, had an authorization for 50 tons, and comes in and asks 
for 50 tons in the fourth quarter, he will get it automatically. There 
will be no cutting down of that, unless he is asking for a sizable 
increase. 

The idea of the plan is to save him trouble and to save paper work 
and loss of time all around. 

Now, we are talking about the operation of the Controlled Materials 
Plan when it actually gets going. It is just beginning. I think you 
appreciate that. 

Mr. Riexwuman. Yes. And I presume that is what is in the minds 
of a great many of the small operators, and it is disturbing them at 
at the present time, and they have not as yet had an opportunity 
to test out what the effect is going to be. 

Mr. Foy. No, they are just at about the period where they will be 
getting their fourth-quarter authorization. 

Mr. RrexuMan. I| was interested in a statement made with respect 
to it not being quite so important to a lot of small men as to the 
larger ones, this lavetion to the small producers. I know that is true, 
but to the livelihood of the small man it is pretty important to him, 
and he needs someplace where he can go directly to get some assistance 
and some assurance that he is going to stay in business. That is his 
interest and our interest as a committee to help him. 

Mr. Foy. That is exactly the point I recognized in my statement, 
that it is very important to him, and any question of unimportance is 
only in terms of the total percentage of the total supply. It is rela- 
tively unimportant there, and we can handle it on a little, let’s call 
it a little, looser basis, than we can the big requests, which have to be 
pretty throughly screened, but from his standpoint it is exceedingly 
important. 

Mr. RrexuMan. Yes, it is a very important thing to him. 

Mr. Foy. Probably that is all he needs to keep going. It is not a 
question of giving up a little bit, as it might be with a big concern, 
but he would have to give up all, if you cut him down very much. 

Mr. Rrexwu_Man. That is absolutely true, and it means a tremendous 
amount to a small operation in a small community. 

Mr. Foy. I think the Controlled Materials Plan very adequately 
recognizes that fact, sir. 

Mr. RiexwuMan. Well, I hope that they do and will act accordingly. 

Mr. Foy. Yes, sir. 

Mr. Burton. We have with us Mr. Ayres, Congressman from the 
State of Ohio, and I believe, Mr. Ayres, that you have a question or 
two that you would like to ask? 

Mr. Ayres. Yes. Thank you. 
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I would like to direct my question, perhaps to Mr. Sentner, based 
upon the remarks I heard him make previously. 

Akron, Ohio, as you know, is the rubber center of the world, and 
we also have a lot of rubber-mold manufacturers there. I have been 
receiving a number of letters complaining that they cannot get the 
type of steel they need with which to make these rubber molds. 

Just to give you an example of it, the Central Mold & Machine Co., 
which is a typical manufacturer, has written one letter which is typical 
of those I receive every day: 

Dear Mr. Ayres: We are finding great difficulty in purchasing steel suitable 
for our mold requirements. Mechanical rubber molds require a free machining 
type of steel, which is now almost nonexistent. 

Our suppliers normal inventory of free machining steel is 2,000 tons. Today his 
ptesent inventory is less than 500 tons. This amount must be divided among 
200 customers whose steel requirements have more than tripled during the last 
year. It is next to impossible to purchase this steel for us on rated orders, and 
entirely out of the question to purchase it for civilian use. Flat, bar, diameter and 
rectangular stocks in cold-rolled and hot-rolled steel have completely disappeared 
from the market, so far as the small user is concerned. Few mold shops stock 
these in any great quantity. 

This situation hampers the production of molds for defense work to a great 
extent. We believe it would be helpful if our supplier’s allocation of free machining 
steel could be raised. 

Now, this letter is typical. I realize that the demand has increased, 
but the question that has been put to me, and which perhaps you can 
answer for me, is this: 

They do not seem to feel that there is a good program established 
to give priority to those companies making tools which a mold, of 
course, is. 

Just to clarify the situation for them, and get your opinion about it, 
is the steel, under your plan, being allocated to those manufacturers 
of tooling, first. 

Mr. Sentner. I think the answer is definitely yes, as to the quan- 
tity as mentioned in the statement, we follow the program determin- 
ations of the DPA. At the moment, the fourth-quarter determinations 
were but recently made. It is our job to break them down in terms 
of the shape, size, type, and chemistry required to fill the various 
programs at the levels that are permitted. 

Automobiles are down, machine tools are up. The resultant demand 
by product, by shape, and by size, just as your man mentions there, 
is something that we then follow through with productive directives, 
and through the distribution through warehouses, to try and make 
available the amount required to fill the program. 

There is no question about machine tools right now being an 
extremely essential program, one that has to be arranged for, because 
the level of production ts higher than it was. 

It is relatively easy to provide the materials for a program that has 
an established usage, and you are cutting it down. It is a little more 
difficult, when you take an industry like the machine-tool industry, 
and put them into the business of making, not alone the things they 
used to make, but also a lot of new machine tools, and the chemistry 
involved in some of these things is extremely difficult. 

We do not have all the information at hand, so we have to work 
through the producers, through the people that have the require- 
ments, and eventually arrange for the availability of the material 


which we will do and have done. 
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Now, one point he makes there, and I think it is very important 
for the consideration of this committee, he states that the inventory 
of the people that he used to buy from was 2,000 pounds and it is 
now only 500 tons. That is precisely as it should be. 

There was more steel flowing through the distribution channels, 
according to our records, than went through the same channels in 
any historic period. But the turn-over is so rapid, because of the 
industrial activity, so, sure, he does not have the 2,000 tons with a 
nicely balanced inventory besides, because as fast as it comes in it 
turns over. ; 

We are more concerned with the amount of steel that flows through 
the channel, rather than the total amount remaining in inventory. 

We will keep it flowing through. 

Mr. Ayres. With your knowledge of the situation, and my lack 
of knowledge, but my having to answer this letter, would you say, 
then, that perhaps these men in like industries should be told that 
they cannot expect much relief until the next quarter? 

Mr. SentNer. Well, he is apprehensive of the future. His appre- 
hension is either well founded or poorly founded, depending upon the 
job we do. I think that we are staffed to do the job and keep up with 
the demand, but not so that it is easy for anybody. The demand is 
greater than the supply. 

The emphasis that is placed on one type of production, and on 
another, as each month goes by, is something that we have to keep 
pace with. I think it has been done reasonably well, and that we 
are staffed to keep up with it. 

Mr. Burton. Now, you mentioned, quite obviously, a trade such 
as tooling needs an extra supply early in the game. Do you have 
sufficient flexibility to take care of that and allocate to the essentials 
what their needs may be? 

Mr. Sentner. We do not, in the Steel Division, do the allocating, 
but once the allocating is done, we know to which industry the pur- 
chase authorization in the form of CMP allotments has been given. 
We are familiar through our staff with the requirements of another 
industry versus the machine-tool industry, and we arrange our pro- 
duction by product to follow the issuing of the tickets by the various 
claimant agencies of the Government. 

Mr. Burton. You do not do the allocating? 

Mr. Sentner. No, sir. 

Mr. Burron. Who does? 

Mr. Sentner. The other claimant agencies, and other industry 
divisions of the NPA. The program determinations themselves are 
made by DPA. 

Mr. Seety-Brown. Could I interrupt you for a moment there? 

Mr. Burton. Yes, but I was just wondering if he would not get 
lost in the maze, and that maybe it would be impeding distribution 
rather than assisting it. 

Mr. Foy. Mr. Chairman, could I interject for a moment? 

Mr. Berton. Yes. 

Mr. Foy. I do not think it is too much of a maze for the average 
businessman. He has one point of contact down here, and that is 
an industry division in the NPA. 

The machine-tool man has a certain division that he goes to that 
handles all of that industry. He comes to them and presents his 
claim for an allotment, and they give him an authorization to buy. 
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I think it might be important for the committee to note that those 
authorizations are given in more or less general terms. He is author- 
ized to buy X tons of carbon steel, or alloy steel, or of stainless steel, 
as the case may be—only those three classifications. 

His order for carbon steel may arrive at the steel warehouse, or 
the steel mill, and will arrive in the form of some specified shape of 
steel. It might be a steel bar, it might be a steel piate, or it may be 
in the form of structural shape or pipe. 

The Steel Division’s job is to determine, from the authorizations 
that are issued, and-the various industries to which they are issued, 
the requirement in the form of shapes, and then they sit down with 
the various steel producers and see that the production of those par- 
ticular shapes is increased or decreased according, as they see the 
io on the product, or what the impact on products is going to be. 

don’t think that this individual tool maker is too much concerned 
with the mechanics that go back of it. 

Mr. Burton. No, he wants to get the information. 

Mr. Foy. Where the DPA makes the general—— 

Mr. Burton. That is what we are ali talking about. 

Mr. Foy (continuing). Program allotments. He has a very 
simple function, and he applies to a certain division which is well 
known to him in the NPA for an allotment to buy. He gets that 
allotment and presents it to his source of supply. 

Mr. AyYRgEs. His point in writing me, when he presented it to the 
source of supply, the source did not have the steel. 

As I said previously, this is typical of what exists, at least in the 
Akron area, that his supplier is going to have to divide his 500 tons 
up among 200 customers. 

Mr. Foy. He is talking about inventory, as Mr. Sentner pointed 
out, rather than supply. His inventory may be a fourth of what 
he has had, but his supply of steel may be 40 percent greater than 
he had. 

But with the demand, he does not maintain the same inventory. 
It is the amount that flows through him, rather than the amount he 
retains unsold that is really significant. 

Mr. Ayres. I think Mr. Burton hit the crux of the situation when 
he said that they wanted steel. 

Now, here is a man with a small shop, with 50 or 60 employees, 
and here is a competitor who has the steel and can put those fellows 
to work. Now, if he loses his organization, and does not have the 
skilled men to put to work, he is practically out of business. 

That is the problem that they are faced with, keeping their organi- 
zation together in the interval, when they do not have the steel, 
until the time they do get it. 

I know from my own business—I am in the heating business and 
I buy a lot of sheet steel when I can—but I know now I cannot buy 
it from my supplier. But due to my position here in Congress I 
do not dare buy it on the black market. It is available. You can 
buy the sheet steel you want in Akron, but not through a legitimate 
supplier. 

Now, some of the fellows have mentioned in their letters that they 
turn to the black market to buy the steel, or they ask if they should 
do that. Of course, I have advised them not to do so, because in my 
own business I am having to sweat it out. 
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Do you think that under your plan the steel that is available on 
the black market now will gradually be removed from that source 
and be put through legitimate channels? 

Mr. SentNer. Well, I have not heard too much about the black 
market, particularly in the types of steel you are talking of, but I 
think the principal answer is, will this man be able to secure the steel 
and keep his operation going. My opinion is very definitely ‘“‘Yes’’. 

You mentioned the fact that his competitor is able to get the steel, 
and thereby he has a competitive advantage. Well, the competitor 
operates in the same field of sources of supply as he does. Unques- 
tionably the demand-supply picture is such today that a man dealing 
with warehouses or distributors for the steel requirements cannot go 
in on a Monday morning with his truck and at all times pick it up. 

When there is a flow of material such that that type of business is 
being able to maintain a complete stock of all sizes and grades, the 
distributors cannot possibly do it, because it moves so fast, and he 
may have to wait a little while. If he is in serious difficulty, we help 
hundreds of people like that every day. There are thousands of 
warehouses, and for the time being he may have to go to a Cleveland 
warehouse and pick it up and wait until his normal distributor in 
Akron gets his delivery from the mill and can take care of him. 

But | see no reason to believe that except for the inconvenience of 
having to wait or having to shop around, that he will have any more 
difficulty than that. We hope that our job of balancing the supply 
against the demand will not put fellows like this out of business. 

Mr. Ayres. I think every Member of Congress that comes from 
an industrial area, where such work as this naturally goes on, is faced 
with the same problem of the little fellow. 

Now, the big manufacturer does not have any difficulty, because he 
has 

Mr. Sentner. Well, I think it is important to state—— 

Mr. Foy. Well, they certainly tell us they do. 

Mr. Ayres. But he does not have the same difficulties. He is not 
as confused, because he can get to the source of it, whereas, the little 
man who is the foreman of the shop, and his wife is secretary and 
bookkeeper, can hardly get out of town, and he writes to his Congress- 
man and says, “What is this all about, what are they doing to me?” 

It is encouraging to know that we will be able to turn him over to 
your staff and perhaps get an answer on them. 

Mr. Sentner. We handle a lot of them every day. 

Mr. Burton. Mr. Seely-Brown, you have the floor. 

Mr. Seety-Brown. Yes, sir. I would like to ask you this question. 
It has been asked in another form already, I think all of us are very 
much impressed by your statement indicating the capacity in net tons 
of present steel production. The $64 question that is asked me every 
day is, ‘What has happened to all this steel?” 

In other words, here we have our capacity, and the amount of steel 
that was produced in this country, but how does that capacity com- 
pare with the amount that you have allocated. Do you know actually 
where all of it has gone? 

Mr. Sentner. Well, we never do know at the time the question is 
asked. We have to use the historic figures, because it takes that long 
to put them together. I don’t think there is any question that it has 
been used for such things as drilling oil wells, to build freight cars, 
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to take care of the military requirements, which are rather modest, 
and there is a tremendous construction activity in the country, 
largely industrial, but some commercial, but the use of structural 
steel for construction is at a maximum level. 

The steel is flowing into the various channels of usage that I think 
are reasonably apparent. The transportation industry, the com- 
munications industry, the heavy power program, and the petroleum 
industry. 

Mr. Sexty-Brown. Well, if it is flowing into all of the usual chan- 
nels, how does it happen, that if you want to buy steel you can get 
all you want if you go to the black market for it, but you cannot get 
it legitimately? 

Mr. Sentner. Those statements have been made. I cannot sub- 
scribe to them as being factual from the information that we have. 

Mr. Sere.y-Brown. Well, I can only operate on the same series of 
rumors, but can you really account for all the steel that you have said 
here is being produced? 

Mr. Sentner. It is just a question of how up to date our record of 
the usage is versus the production. 

You must realize that there is some time lag between the time it is 
shipped and the time it goes into the product, but by any general 
information that we have there are certainly no sizable accumulations 
of inventories of standard steel mill products in the hands of any 
fabricators. 

The steel that has been shipped is all sold for cash. It is all used, 
and everybody is visiting Washington and calling on the steel mills 
trying to buy steel. 

I am sure the hundreds of thousands of items that use steel, some 
are above the historic pattern, and some are below, but the general 
rate of steel consumption today is at an all-time high. 

Mr. Seety-Brown. Now, | would like to ask one other question, 
sir, that does not involve the immediate study of this committee, 
but it might come in handy later on this morning on the floor of the 
House. 

Can you advise me with regard to the metals used in alloys, are 
any of those metals which are so essential at the moment, coming 
from such areas of the world as Czechoslovakia? Would you have 
offhand information on that? 

Mr. Sentner. My offhand information would be “No,” that none 
of them do come from there. None of the scarce alloys. 

However, I can check that and give a specific answer to the com- 
mittee. My guess would be—— 

Mr. See.y-Brown. Well, will you put that in the record later? 

Mr. Foy. I think that Mr. Sentner will be able to supply some of 
that information. 

Mr. Seety-Brown. Would you put it in the record at a later time? 

Mr. Sentner. I know of no sources of supply for those alloys in 
Czechoslovakia. I would say the answer is, “No.” 

Mr. Foy. But we can very readily check that. 

Mr. Sentner. Yes, sir. 

Mr. See.y-Brown. You can certainly appreciate the reason for 
my asking you the question. 

Mr. Sentner. Yes, sir. 

Mr. Burton. Very well. You will supply that information for the 
record later then. 
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Mr. Sentner. Yes, sir. 

(The following information was submitted September 27, 1951:) 

The import records of the United States Bureau of the Census show that in the 
period checked—1947 through July 1950—there were no imports into the United 
States of any steel-alloying materials from Czechoslovakia. 

Mr. Mutter. May I take on at this point? 

Mr. Burton. Yes, sir. 

Mr. Mutter. | cannot quite follow the figures. I understand 
what both of you gentlemen have said, but I cannot make the figure 
jibe with what has been told to us either this morning or in previous 
sessions of our committee. 

As I understand it, at the beginning of the year 1950 we had a 
rated capacity for steel production of 100,000,000 annual ingot-tons. 
Now, since that time the capacity to produce has increased, has it not? 

Mr. SentNER. Yes. 

Mr. Mu rer. And it is still increasing. As of today, let us take it 
as of January 1, 1951, the productive capacity increased to approxi- 
mately 104,000,000 ingot-tons. 

Mr. Sentner. Yes, sir. 

Mr. Mutrer. And that productive capacity is actually being used, 
and they were turning that out. 

Now we are continuing to increase, and it is expected that by mid- 
year that we were producing at the rate of 107,600,000. 

Mr. Sentner. At the present rate, yes, 107,000,000 to 108,000,000. 

Mr. Mutter. Now, then, in your press release No. 94, dated 
July 30, 1951, you set forth the allocations in the fourth quarter of 
1951. Are you familiar with that, sir? 

Mr. SENTNER. Yes. 

Mr. Mutter. And you show there the estimated supply for the 
fourth quarter of 21,336,000 tons. 

Mr. Sentner. Those are product tons. We were talking in ingots. 
The loss from ingot to the product is quite a sizable percentage. 

Mr. Mutrer. What is the percentage? 

Mr. SentNer. I would say approximately 73 percent yield from 
the ingot to the finished product. In heavy products, like structural 
steel, you may get an 80 percent yield, but when you go down to 
fine wires and quality steels that require a good deal of scarfing and 
chipping, your yield goes down all along the line of process, and you 
go down to 62 and 63 percent yields, but the average for all ingots is 
around 73 percent. 

Mr. Mutter. What happens to the other 20 percent? 

Mr. Sentner. Well, that is scrap in the steel plant, and it goes 
back into the furnaces. 

Mr. Mutter. Well, that would account for the difference, then, 
of course. 

Mr. SENntTNER. Yes, sir. 

Mr. Motrer. Or at least for a part of the difference, not all of it. 

Then your estimate of supplies, taken on the basis of what you 
expected would be available for use in industry for the fourth quarter 
is given. 

Mr. Sentner. Yes. 

Mr. Mutter. And then you proceeded to make allotments to the 
various segments of the industry, starting with an estimated supply 
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of 21,336,000 tons, and I find you have allocated or allotted 24,058,520 
tons. 

Mr. Sentner. I believe that Mr. Skuce touched on the subject of 
overlapping and the reasons therefor, and I understand that Mr. 
Anshen of the DPA will testify before this committee later. 

I think they are better qualified to explain the reasoning behind 
the policy of over-allotting than Iam. I have heard all the reasons, 
but I think it would come more appropriately from them. 

There is an attrition in the handling of all this paper that just never 
reaches the mill level. Experience has taught the many men in the 
agency that that isso. But the question is how much. It is a matter 
of judgment and it is their judgment. 

Mr. Mutrer. Well, I don’t fees whether either of you gentlemen 
can answer this, but what, if anything, is being done to stamp out 
the black markets that we are hearing so much about? 

Mr. Foy. There is a compliance effort afoot. 

Mr. Sentner. I believe the producers bave done about as much 
over a period of time as any one of several people who have been 
interested in stamping it out. I think they, through the years, 
certainly since the agency has been in operation, have carefully fol- 
lowed their shipments through to see that they were going to the 
destinations stated to them. 

Mr. Mutter. Well, that is all right and fine. We must applaud 
the patriotic effort of the producers, but they have no enforcement. 
They have the right to follow it through and report, but who is 
checking into this? 

Now here we heard a Representative of Congress this morning 
tell us about black markets in his home town, and we have heard 
it wherever we have gone throughout the country. We get letters 
on it repeatedly, and we have heard it repeatedly. If it is not your 
agency, then what is the appropriate agency? Everybody knows about 
the black market, and the fact that you can go out around the corner 
and buy the stuff. 

Mr. SentNner. Well, I don’t know that. I hear it, but I don’t 
know it. 

Mr. Foy. There is a Compliance Division of the NPA which is 
actively working on that. They cited one case in the State of New 
York week before last. I know of one or two others that they are 
working on at the present time. 

Of course, they have got to have pretty accurate and bedrock facts 
before they bring a man in court and try to put him in jail. 

Mr. Mutter. There is no doubt that you have to have the evidence, 
and it must be evidence that must stand up in court. It cannot be so 
hard to get. 

Mr. Foy. Well, there is an effort, and I would say that if you 
gentlemen want, first-hand information on it that the Compliance 
Division of the NPA would be glad to tell you exactly what is being 
done on it. 

Mr. Mutter. I think the committee wants the information on 
that. There is no sense in our sitting here hearing everybody yelling 
about not being able to get steel, and you are doing your job to 
channel it into the proper places so that it will be used for the proper 
purposes, and then to sit here day after day and hear the same com- 
plaint, “I can go around the corner and get it in the black market, 
if I want to do it.” 





5 


+ Allee ay 


=e ds, 





> bak oe. 


rm 


SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 37 


Now, if it is that easy to get, then it should be that easy to stamp out. 

You must realize, of course, that I am not finding fault with you 
two gentlemen. 

Mr. Foy. I understand. It is quite proper 

Mr. Mutter. But we should get our report without too much 
delay. 

Mr. Foy. You are quite properly concerned with it. We are, too. 

Mr. Damas. Mr. Chairman. 

Mr. Burton. Mr. Dalmas. 

Mr. Damas. Mr. Chairman, I just want to say that scheduled to 
appear before the committee are both the heads of the Compliance 
Division of the NPA and the OPS, at a later date. 

Mr. Mo trter. All right. 

Now, may I pursue the question of the allotment of steel a step 
further. Program allotments set forth various tonnages for the 
Secretary of Defense, Secretary of Army, the Atomic Energy Com- 
mission, and so on down the line, and after you get through with all of 
the allocations to the Defense Department, you then get allocations to 
the other various governmental agencies. 

I notice the Federal Security Agency for education and hospitals. 
That is not for their own construction purposes, that is a claiming 
agency for various local Government agencies, such as States and 
municipalities? 

Mr. Foy. I think that is correct; yes, sir. 

Mr. Datmas. Mr. Chairman. 

Mr. Burton. Yes, Mr. Dalmas. 

Mr. Damas. May I suggest here that we have Mr. Frank McCue, 
Deputy Director of the Iron and Steel Division of the NPA, and Mr. 
Herbert Johnson, Chairman of the Requirements Committee, Iron and 
Steel Division. 

Would it be advisable for those gentlemen to come up, too? They 
might wish to refer some of the questions to them. 

Mr. Burton. We will be glad to have anyone under whose division 
it may fall to answer. 

Will you gentlemen come up and have seats? We will be glad to 
have you do so. 


STATEMENT OF FRANK McCUE, SPECIAL ASSISTANT TO THE 
DIRECTOR OF THE IRON AND STEEL DIVISION, NATIONAL 
PRODUCTION AUTHORITY, AND HERBERT JOHNSON, CHAIR- 
MAN, REQUIREMENTS COMMITTEE, IRON AND STEEL DIVISION, 
NATIONAL PRODUCTION AUTHORITY 





Mr. Burton. Mr. McCue, would you like to make a statement 
before we proceed further? 

Mr. McCue. My name is Frank McCue. I am special assistant to 
the Director of the Iron and Steel Division, National Production 
Authority, and I presume you want my background, which is steel. 
My previous assignment was as Chief of the Tron and Steel Division 
of the Office of Domestic Commerce of the De ~partment of Commerce. 

Is there anything further you would like? 

Mr. Burton. That is very fine, sir. If you care to make a brief 
statement or comment on the questions you have heard, we will be 
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glad to have you do so. If not, you may stay there and answer any 
questions that are directed to you. 

Mr. McCue. 1 will be glad to do that. 

I do not know that I have any specific comments with respect to 
the statements made by Mr. Foy and Mr. Sentner. 

We all recognize the problem of small business, and I am sure that 
the distinguished secretary of Congress has recognized it through his 
and our operations with this committee, whom we are pretty well 
acquainted with, and I think it may require, too, the establishment 
of the Defense Production Act. We are imbued with the necessity 
for constructive action in the field of small business. I think the 
record will show that we have assisted the small business people to a 
considerable degree. 

I am not unmindful, however, of the numerous problems that have 
been presented to the Iron and Steel Division of NPA since the war 
effort came upon us. 

We have had, prior to the application of the M-—6 order, which was 
designed solely in the early stages of the effort, to give assistance to 
small business. We at that time had approximately 2,000 requests 
for help from various small business people throughout the United 
States. 

During the early stages, through informal action and constructive 
support of the steel ‘induatzy -—and I would like to have that on the 
record—-we were able to give tremendous help to those groups. 

As the pressures for war programs came on, and war supporting 
programs, it became very difficult for us, on an informal basis, to do 
this without affecting the mill schedule of some other person’s prior 
commitment. 

I think that is about the limit of my comment, Mr. Chairman, 
that I would like to make. 

Mr. Daumas. Mr. Chairman. 

Mr. Burron. Mr. Dalmas. 

Mr. Datmas. May I make the remark at this point that Mr. McCue, 
of course, as he says, is Chief of the Lron and Steel Division in the 
Department of Commerce, and was before Korea, and I would like 
the record to show that he has always been most cooperative with 
this committee in trying to solve, insofar as possible, the individual 
problems of small-business men who need assistance. 

Mr. McCue. Thank, you, Mr. Dalmas. 

Mr. Burron. Mr. Johnson. 

Mr. Jounson. Thank you, Mr. Chairman. 

My name is Herbert Johnson, and I am chairman of the Iron and 
Steel Division, Requirements Committee. 

My business background was with Jones & Laughlin Steel Corp., 
of which I am assistant vice president in charge of sales. 

I don’t believe there is any comment that 1 would care to make at 
this time, Mr. Chairman. 

Mr. Bu JRTON. All right, sir. Now, does the committee have any 
questions? 

Mr. Mutrer. Well, I would like to get some statement as to how 
you arrive at your allotment of material, having in mind your allot- 
ments for the fourth quarter. If somebody can give us the mechanics 
of it, I think we would appreciate it. 

You probably understand the problem more clearly, and that will 
help us to understand it, 
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In your allotments, as set forth in your press release No. 94 of July 
30, 1951, you first show what was allotted to the Government and 
various departments of the Government by the departments, first 
defense, and then nondefense departments, yet I understand the so- 
called nondefense departments are integrated into the defense program. 

Then you get into the industry allotments. I would like to know 
just how you arrive at your allotment figures. 

Mr. Sentner. | believe that question could best be answered for 
the committee by the people who did the job. As we have stated, as 
I mentioned in my original statement, we do not do the allocating job. 
We arrange the production after the allocations are made, to see that 
the programs are actually filled. 

Mr. Datmas. Mr. Chairman, may I say that the NPA has the Iron 
and Steel Division, and it has the Requirements Committee, and Mr, 
Johnson is chairman of the committee. 

Now, it must have some function. 

Mr. Foy. It does, and I think that is very readily explained, Mr. 
Dalmas. 

Mr. Datmas. I think it would be well if Mr. Johnson explained 
that. 

Mr. Foy. Go ahead, Mr. Johnson. 

Mr. Jonnson. Mr. Chairman, the Iron and Steel Division Require- 
ments Committee had the job of first making the attempt to bring 
supply and demand into some sort of balance. 

The Requirements Committee receives the so-called stated re- 
quirements from all of the claimant agencies, and from the various 
industry divisions of the NPA. 

They are routed to the Iron and Steel Division Requirements Com- 
mittee, through the DPA and its staff. 

We receive these statements of requirements. They are reviewed 
with the claimants. They are then reviewed with our own staff. 
Some attempt is made then, in view of the requirements, that the 
requirements are far in excess of the estimated supply, to make rec- 
ommendations as to what allotments could be made to each of these 
claimants, which would result in a balance between the supply and 
demand. 

When that job has been done by the Division Requirements Com- 
mittee, the Program Adjustment Committee, which is a part of the 
DPA, then hears the appeals of people who believe that some dif- 
ferent arrangements should be made, and the Program Adjustment 
Committee makes its recommendations to the Requirements Com- 
mittee of the DPA, and final determination is made by that com- 
mittee. 

Mr. Sentner. May I add to Mr. Johnson’s comment, one of the 
more important functions of the committee? As these claims are 
presented, as Mr. Foy mentioned before, they are in terms of carbon 
steel, or alloy steel or stainless steel, and not broken down by product. 

There are very definite limitations by product within the total 
availability of all steel. Therefore, one of the first screening jobs that 
Mr. Johnson’s committee does is to find the physical limitation by 
size and shape. ‘There is just so much structural steel that can be 
made in the United States in the existing mills. You cannot sub- 
stitute, you cannot make a structural shape on a plate mill. 

Therefore, the total construction claims from all claimant agencies, 
the Defense Electric Power Administration, the industrial expansion 








40 SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 


program, all of the military construction programs, greatly exceeded 
the availability of structural steel per se, and there was no further 
switching around to be done. 

Therefore, from a realistic point of view, that is presented to the 
Program Adjustment Committee, and you cannot do that, you cannot 
do all this construction in the 3-month period under discussion now. 

We also point out the physical limitation of the oil country goods, 
for drilling. There is a physical limitation on the amount of tin 
plate to be used for packaging food, and all those things are better 
known in the Steel Division than they would be to the top staff who 
are dealing in a broader policy involving all materials rather than 
just steel. 

Mr. McKinnon. Mr. Sentner, didn’t you rather put your finger on 
the crux of the problem, don’t you think that we are talking too 
much about steel over all, and we are saying we have all the steel, 
and where is it going, and a lot of people are hurt, and it breaks down 
into a lot of little problems? Your balance of supply and demand 
may be better in one type of steel while there may be a very critical 
shortage in other types. 

Mr. Sentner. I don’t think there is any shortage of farm fence, for 
instance, or barbed wire, but we would like to make more structural 
steel out of the steel that goes into the barbed wire, but we are limited 
by the facilities that we have. 

Mr. McKinnon. There are certain plaees where you have a sur- 
plus, and can’t you take that surplus and put it over to another line 
of steel in which you have a scarcity? 

Mr. Sentner. To the extent that the facilities will permit the ex- 
pansion of that product; yes. 

Mr. McKrnnon. In other words, here we are in the third quarter 
of this year, and NPA came into existence, or started this program— 
well, it came into office last September, and they got under way pretty 
well by December, as I understand it from the witness yesterday, and 
now by this time in the third quarter of 1951 we should begin to get 
our scheduling into shape where we do not have these shortages and 
surpluses, shortages in some place and surpluses in other places. 

Mr. Sentner. That is right. We know of very few surpluses at 
the moment. Structural steel is the best illustration we can think of 
in the way of short items. The demand for structural steel exceeds 
the physical ability of the steel industry to make structural shapes. 

Mr. McKinnon. In your fabricating you can transfer from one 
type of production to another, of finished steel products, can’t you? 

Mr. Sentner. No. 

Mr. Foy. There are different kinds of fabricators. 

Mr. McKrnnon. But there is some changeability within their 
limitations, isn’t there? 

Mr. Sentner. Not very much, I would not think. 

Mr. McKinnon. The witness yesterday said that there were not 
more tickets issued for steel than was available in steel supply. But 
was he talking generally over-all on steel, or was he talking specifically 
on products? 

Mr. Sentner. He was talking over-all. . 

Mr. McKinnon. Then that statement does not mean a thing, 
does it? 
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Mr. SentNer. You run into the bottleneck of the specific size of 
bar, or of the specific alloy bar that has nickel in it, and we have 
such a limited supply of nickel, and such a distortion in the use of it 
through jet engine programs. You can get something else, but you 
cannot get the particular size and chemistry of bar at the time you 
want it. 

Mr. McKinnon. Youstill have to go down astep below the general 
steel ticket and get down to the actual shapes and forms that you 
need in specific lined of endeavor? 

Mr. Sentner. That is the particular function of the Tron and 
Steel Division, to try to arrange the production, so that it can be 
cast in the form, shape, and chemistry in order to give a man the 
material which he needs to build with. 

Mr. McKinnon. How long will it take to get this balance filled 
out, so that we do not get these complaints? 

Mr. Sentner. Well, I think the complaints will continue so long 
as the over-all demand so greatly exceeds the supply. But we don’t 
believe, as Mr. Foy mentioned in his statement, that the complaints 
reflect a very serious disruption in the economy. It is a problem, 
but the problems are being handled in the main. 

Mr. McKinnon. This problem does not fall into your basket, but 
when our committee was meeting up in Mr. Riehlman’s district in 
New York, we came across a number of complaints of small machine 
shops who had capacity to do jobs, to turn out equipment, and to 
turn out various products, vet a lot of steel was going into capital 
requirements, or capital equipment and tool equipment, into some 
other concerns in order to expand their production, and these prime 
contractors are telling these subassembly people, or people who are 
getting the subcontracts, that they are going to give them jobs for 
the next 8 or 10 months, but as soon as the primary contractor gets 
new machinery installed that he will have no further work for the 
subcontractors. 

In other words, we are seeing steel taken in to expand plant pro- 
duction, and as soon as that plant production expands, then it will 
put another plant out of business. 

In the interim, while we are duplicating productive capacity, we 
are taking steel away from the manufacturer of products that we 
need so badly. 

Now, what is being done to carefully examine that sort of situation? 

Mr. Foy. It does not fall within our province, as you say. 

Mr. McKinnon. Well, then, whose province does it fall in? 

Mr. Foy. I would say that you have the Machine Tool Division 
in the NPA, that possibly has some responsibility in that area, or 
perhaps in the field of some of the other end-products divisions that 
are responsible for the products you are talking about. It could 
even be military responsibility, I don’t know, depending upon what 
type of contracts you are talking about. 

Mr. Mutrer. Isn’t this the precise reponsibility of whoever is 
making allotments, not to allot steel to duplicate existing plant 
facilities? 

Mr. McCue. Well, I think this comment should be made to clarify 
it, and that is that up until very recently we have had a free economy, 
and in the fourth quarter of this year we go on a controlled economy, 
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so far as minerals are concerned, particularly the controlled materials, 
such as steel, copper, and aluminum. 

I would suppose that henceforth there would be a very careful 
check of the construction of any kind of plant which, in effect, would 
bring about surplus capacity. 

But up until recently, any man could have built anything he felt 
in his wisdom would be a contribution to our economic system. 

Mr. Mutter. Are we to understand, then, that part of the allotment 
to private industry for the fourth quarter, that there may be steel 
allotted to duplicate existing plant facilities? 

Mr. McCue. I believe it would be fair to answer that question 
honestly, and the answer would be “yes,” in my judgment. 

Mr. Mutter. Well, who will undertake to see that we don’t get that 
kind of allotment in the next quarter? 

Mr. McCue. I think, as Mr. Foy stated, that that is clearly within 
the jurisdiction of the Machinery Division, who is given a block al- 
lotment to distribute for that purpose. 

Mr. McKinnon. Wouldn’t you say, Mr. McCue, that if it goes 
up to a higher authority than just that capital tool or tool equipment 
section, that it would be better, because here you have got to take it 
on the one hand and say, “This tool equipment we must have to expand 
plant production and plant capacity,” and then you have got another 
group in the products group who says, “We have got to turn out more 
products. e have to keep existing plant facilities operating. We 
must have raw materials.” 

Now, obviously, in those two groups at the same level, no man can 
take over and say that they will outvote the other, so somebody on the 
top must decide on the balance between the two. 

Mr. Foy. That is why you have the top group, which consists of 
the membership from all the claimant agencies. 

Mr. McKinnon, That is a committee? 

Mr. Foy. Yes, sir. 

Mr. McKinnon. That is responsible for that committee action— 
who is it that is responsible for that committee action? 

Mr. Foy. The DPA. 

Mr. McKinnon. Then Mr. Fleischmann would have the final say. 

Mr. Foy. That is correct. 

Mr. Riesxitman. How many claimant agencies are there? 

Mr. Sentner. I believe 23. 

Mr. Jounson. I don’t know the exact number, but it is approxi- 
* mately that. 

Mr. Burton. To what extent is scare buying, such as we had in 
consumers’ goods 6 months ago, a factor in this shortage that is 
evident at this time? 

Mr. Sentner. I guess that is a matter of opinion, and there are 
many opinions on the subject. ; 

I think so far as the fourth quarter is concerned, that the demand 
for steel, as stated in the requirements initially submitted to Mr. 
Johnson’s committee, I think that represents a sincere requirement 
that is proposed to be put into production. 

I am sure that so far as the industry expansion is concerned, any 
steel that is provided for the expansion of the steel industry or the 
aluminum industry, that steel will be used. I don’t think there is 
anything of a scare nature in that. 
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A decision was made some time ago to spend money to do the job, 
and the tax amortization has been authorized on many other projects, 
and the whole thing has been proceeding. Now, so far as other con- 
sumer goods are concerned, other opinions would be far more valuable 
than ours. 

But certainly, this program that is before you in consumer durable 
goods represents 70 percent of the base period rate of operation, and 
passenger automobiles a 65 percent of base period operation. 

So there really isn’t enough production, in my opinion, to support 
any particular amount of scare buying. 

Mr. Burton. Well, of course, your over-all production in 1949 of 
94,000,000 tons, and in 1950 of 99,000,000 tons, and then you have 
your projected figure now of 104,000,000 tons, and that has expanded 
almost as much as the defense takings would require, so it is a little 
difficult to understand this acute shortage. 

Mr. Sentner. The defense supporting requirements are really, I 
believe, the answer to the total excess of demand over supply. Take 
such things as the 10,000 freight cars, the inland waterway, the 12 ore 
boat carriers on the Great Lakes, the heavy power program, the indus- 
trial expansion program of steel, copper, and aluminum, chemicals 
and rubber, the all-out effort of the petroleum industry to drill wells, 
and the wells are deeper than they used to be, and then there are the 
pipelines that go with them, and the refineries, and that all takes more 
oil-country goods. 

By any information that we have in our shop, the demand is pretty 
realistic. Now, whether it will be the same or as realistic in the first 
quarter of next year, we don’t know. We deal simply with the facts 
presented for the fourth quarter. 

Mr. Sre.y-Brown. Do you know how many certificates of neces- 
sity for the construction of new steel mills are still lying on the books 
without having action taken? 

Mr. Sentner. I don’t know, but that answer can be provided. 

Mr. Seety-Brown. Would the construction of new mills ease the 
situation, or do you think the expansion of existing plants would be 
sufficient? 

Mr. Sentner. I don’t suppose I would be prepared or qualified to 
answer much more than what is in the statement, but our appraisal 
of the physical expansion, regardless of applications that have been 
granted and may or may not be used, our estimate is somewhere 
between 116,000,000 and 118,000,000 ingot tons by the middle of 1953, 
and that represents what we see in our shop as being under construc- 
tion and likely to come into our supply picture by that time. 

Mr. Srety-Brown. As a steel man, are you fearful as to what 
might happen if you expand and meet the maximum load, and then 
it should suddenly slacken off? 

Mr. Sentner. Well, that fear is expressed by many of the top 
industrialists in the country. I have no opinion. I think that we 
are too close to this Washington picture to perhaps have the same 
point of view that some of the other people in the industry have. 

Mr. Srety-Brown. The reason I ask that is that I wonder if that 
fear among certain top industrial leaders might be in some way 
keeping down our expansion of steel. 

Mr. Burton. Pardon me, even before you answer that. There is 
a quorum called for in the House at this time, and I understand that 
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it was made some 5 minutes ago, so we will have but very limited 
time, so if you will answer that question briefly, we will then adjourn 
until tomorrow morning at 10 o’clock. I don’t suppose we can make 
it at 9:30? Well, 10 o’clock, and we will start promptly at 10 tomor- 
row morning; and this room is available. 

Now, answer the question briefly, if you will. 

Mr. Sentner. Briefly, I would say that the present 116,000,000 to 
118,000,000 tons represents about as far as present planning would 
permit, because of the questionability of any metallics to support an 
operation beyond that point, with scrap and iron ore. 

Mr. Foy. I think to answer the question, as I understood it, more 
specifically, I think we can say very definitely that there is not any 
slowing down in that contemplated program. In fact, any slowing 
down is going to be as a result of not being able to give them enough 
material to go ahead with. 

Mr. Burton. Will you four gentlemen be present tomorrow morn- 
ing at 10 o’clock, and then we will continue from this point. 

If there is nothing further, we must adjourn at this time. 

(Whereupon, at 11:15 a. m., the subcommittee adjourned, to 
reco.vene at 10 a. m., Friday, August 10, 1951.) 
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PROBLEMS OF SMALL BUSINESS UNDER THE 
CONTROLLED MATERIALS PLAN 


FRIDAY, AUGUST 10, 1951 


House or REPRESENTATIVES, 
SUBCOMMITTEE No. 3 OF THE SELECT COMMITTEE 
To Conpuct a Stupy AND INVESTIGATION 
OF THE PROBLEMS OF SMALL BUSINESS, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 10 a. m., 
in room 1310, New House Office Building, Washington, D. C., Hon. 
Clinton D. McKinnon presiding. 

Present: Representatives McKinnon (presiding), Horace Seely- 
Brown, Jr., and Thomas B. Curtis. 

Also present: Victor P. Dalmas, executive director, Arthur F. 
Lucas and Duncan Clark, of the staff. 

Mr. McKinnon. We will call this meeting to order and resume 
where we left off yesterday. 

If Mr. Foy, Mr. Sentner, Mr. McCue, and Mr. Johnson will come 
up here, we will go to work. 


STATEMENTS OF NORMAN W. FOY, ASSISTANT ADMINISTRATOR, 
METALS AND MINERALS BUREAU, NATIONAL PRODUCTION 
AUTHORITY; RICHARD F. SENTNER, DIRECTOR, IRON AND 
STEEL DIVISION, NATIONAL PRODUCTION AUTHORITY; FRANK 
McCUE, SPECIAL ASSISTANT TO THE DIRECTOR OF THE IRON 
AND STEEL DIVISION, NATIONAL PRODUCTION AUTHORITY; 
AND HERBERT JOHNSON, CHAIRMAN, REQUIREMENTS COM- 
MITTEE, IRON AND STEEL DIVISION, NATIONAL PRODUCTION 
AUTHORITY—Resumed 


Mr. McKinnon. Gentlemen, before we start on our questioning 
again, if there are any statements you wish to make, we would be 
glad to have them now. 

We appreciate this information that you supplied for us here that 
was requested, I believe, by Mr. Seely-Brown yesterday, pertaining 
to shipments of finished steel, and the other information on the per- 


sonnel of the Iron and Steel Division. 
45 


ST918 51—pt. 1 —-4 








46 SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 


(The following table was submitted to the committee :) 


Shipments of finished steel products by steel industry of the United States, 1946-651, 
by quarter ! 


[In thousands of short tons] 








1946—First quarter__......... 8, 610] 1949—First quarter__._.____._- 17, 620 

Second quarter__....__- 11, 691 Second quarter_._...__... 16,014 

Third quarter_._.._._._.... 13, 889 Third quarter__._.._... 14, 645 

Fourth quarter_........ 14, 586 Fourth quarter____-- <2. ae 

Weta. 3h Sl 48, 776 REE. Shieh ckah iste ws cnated 58, 104 

1947—First quarter_____.-_~-- 14, 996 | 1950—First quarter_________- _ 16, 342 

Second quarter__...---- 16, 176 Second quarter__._._.... 18, 222 

Third quarter_.......-- 15, 448 Third quarter__..._..... 18, 140 

Fourth quarter__._..... 16, 437 Fourth quarter____.__... 19, 528 

p | Peers ta 63, 057 i iicniitetntn thowiyetiaie 72, 232 

1948—First + Spot Tartine Be, 16, 420 1951—First quarter__-___ keeoke 19, 736 

Second quarter__._.._... 15, 799 April and May-___------ 13, 626 

Third quarter______---- 16, 012 —_—_—_—— 

Fourth quarter__....... 17, 742 Total, January to May 33, 362 
Beenaécdelleaduns ast 65, 973 








1 Small year-end adjustments in 1946 and 1947 made in fourth quarter. 
Source: American Iron and Steel Institute. 


Mr. McKinnon. We have with us this morning Mr. Curtis, from 
Missouri, and he has some questions that he has been bothered with, 
but before he proceeds with his questioning, is there any statement 
that you care to make at the moment? 

Mr. Sentner. Yes. You made reference to the directory and in- 
formation on product shipments. We also have, and I presume you 
would want that in the record, an answer to the question that was 
asked yesterday about the number of unprocessed applications for 
accelerated amortization in the Iron and Steel Division. 

Mr. McKinnon. Yes. 

Mr. Sentner. We have developed an answer to that question. As 
of July 30, 1951, there were 341 applications in the unprocessed status 
in the Iron and Steel Division. They predominantly cover new 
finishing facilities, equipment, and auxiliaries, required to assure 
maintenance of production at rated capacities. 

These applications individually provide for negligible increases in 
the production of pig iron and steel ingots. 

Mr. McKinnon. Thank you, sir. 

Mr. Curtis, will you proceed. 

Mr. Curtis. Yes. I wanted to ask a few questions along the line 
of claimant agencies. 

First of all, what would your definition of a claimant agency be? 

Mr. Foy. Should I take that? 

Mr. Sentner. Yes. 

Mr. Foy. Well, there is no definition that I know of as to what a 
claimant agency is. A claimant agency is established by the Defense 
Production Administration as being a branch of the Government 
which has a responsibility in the field of requirements, and is entitled 
to present a claim for requirements. 
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You perhaps have seen the list of claimant agencies? 

Mr. Curtis. Who determines what are to be claimant agencies, 
then? 

Mr. Foy. The Defense Production Administration. 

Mr. Curtis. And do they do that in consultation—how do they 
reach those decisions? 

Mr. Foy. Well, the Government departments that sit on this all 
have a voice in the thing, of course. 

I don’t think there is any area of requirements that has been missed 
on this. 

Mr. Curtis. In other words, practically any governmental agency 
that wanted to could become a claimant agency? 

Mr. Foy. Well, that is a question I am afraid you will have to 
direct to the DPA. They make the determination as to which 
agencies are entitled to be claimant agencies, and I would assume 
that it is based upon a division of authority and responsibility of the 
various Government departments. 

Mr. Curtis. The National Production Authority has nothing to 
do with that then, is that right? 

Mr. Foy. Not with the establishment of the claimant agencies. 
The National Production Authority is a claimant agent to the DPA 
itself. 

Mr. Curtis. I see. Now, do the functions of the departments 
and agencies designated as claimant agencies overlap the functions of 
the National Production Authority divisions designated as claimant 
agencies? 

Mr. Foy. Theoretically they do not. The National Production 
Authority is responsible for what is known as ‘‘B”’ product productions 
which presumably are not claimed for by the other claimant agencies. 

Mr. Curtis. You say theoretically. What do you mean by that? 

Mr. For. I mean by that, this list of “B’” products is quite a 
booklet, if you have ever seen it. 

Mr. Curtis. Yes. 

Mr. Foy. And there may be some cleaning up necessary there as 
you go along. There have been changes already. 

Mr. Curtis. In other words, it is a goal that you are shooting at, 
and there should not be any duplications in it? 

Mr. Foy. That is correct. 

Mr. Curtis. But of course, naturally, in getting any program going 
you are bound to have some duplication. 

Mr. Foy. Yes, that is the point. 

Mr. Curtis. Who is responsible for seeing that the duplications are 
cleared up? 

Mr. Foy. That definite responsibility is in the hands of Mr. Skuce, 
whom you had before you here earlier this week, as Assistant Admin- 
istrator for Production Control. 

Mr. Curtis. I see. Now, how many requirements committees are 
there in operation? 

Mr. Foy. I could not answer that question. I think practically 
every division of the National Production Authority has a require- 
ments committee. 

Mr. Curtis. They all have a requirements committee? 

Mr. Foy. Yes, for the consideration of things within their own area. 
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Mr. Curtis. Yes. I wonder if you could supply for the record an 


approximation, just so that we have an idea? I don’t even have any 


idea as to how many there might be. Can you hazard a guess? 

Mr. Foy. Well, I would hesitate to guess at it, because it is com- 
pletely outside my responsibility. 

I do know that we have five within the Metals and Minerals Bureau, 
one for each of our divisions. If anyone here knows how many divi- 
sions there are in NPA, then you may have an estimate of it. 

Mr. Curtis. We would like to get that information, and I would 
appreciate it if you would provide it for us. 

Mr. Foy. We will be glad to relay that request. Will you take care 
of that, Frank? 

Mr. McCur. Yes, sir. 

(The following information was submitted on August 10, 1951:) 


CHAIRMEN oF NPA Inpustry Division RequirEMENTS COMMITTEES 


Industrial and Agricultural Equipment Bureau: 
Agricultural Machinery Division—H. B. Megran 
Construction Machinery Division—Neal Higgins 
Electrical Equipment Division—B. W. Clark 
Engine and Turbine Division—C. F. Kells 
General Components Division—L. C. Howell 
General Industrial Equipment Division—W. E. Schirmer 
Metal Working Equipment Division—H. L. Tigges 
Mining Machinery Division—Harold Montag 
Motor Vehicle Division—Courtney Johnson 
Railroad Equipment Division—Robert Glenn 

Textile, Leather, and Specialty Equipment Bureau: 
Aircraft Division—J. J. Mitchener 
Communication Equipment Division—L. W. Hill 
Consumer Durable Goods Division—H. J. Holbrook 
Electronics Division—E. T. Morris, Jr. 
Leather and Leather Products Division—Julius Schnitzer 
Motion Picture-Photographic Products Division—N. D. Golden 
Ordnance and Shipbuilding Division—W. C. Park 
Scientific and Technical Equipment Division—H. A. Pringle 
Service Equipment Division—C. B. Lynham 
Textile Division—A. H. Thurston 
Water Resources Division—H. 8S. Howe 

Metals and Minerals Bureau: 
Aluminum and Magnesium Division—C. B. Batman 
Copper Division—J. W. Mullaly 
Iron and Steel Division—Herbert Johnson 
Miscellaneous Metals and Minerals Division—H. B. Sharpe 
Tin, Lead, and Zine Division—Ervin Vogelsang 

Chemical, Rubber, and Forest Products Bureau: 
Chemical Division—Kenneth Klipstein 
Containers and Packaging Division—Charles Lewis 
Lumber and Lumber Products Division—C. A. Bruce 
Printing and Publishing Division—A. J. Treanor 
Pulp, Paper, and Paperboard Division—J. W. Maloney 
Rubber Division—E. D. Kelley 

Facilities and Construction Bureau: Building Materials Division—W. C. 

Habbersett 





Mr. Curtis. Now, there may be an answer to this on that, is there 
one in NPA for each of the metals under the controlled-materials plan? 

Mr. Foy. There is at the present time, yes, sir. 

Mr. Curtis. Now, I wonder if you would just give us a thumbnail 
sketch of the functions and authority of the National Production 
Authority Requirements Committee, just what they are supposed to 
be doing? 
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Mr. Foy. Would you rather answer that, or have Herb answer it, 
, or should 1? 

Perhaps I should answer it, because you are asking about all of the 
divisions. The requirements committee of the Controlled Materials 
Division is the body which makes the initial consideration of the 
submission of requirements, primarily to determine the feasibility, 
from an operational standpoint, of the requests made. 

As was brought out here yesterday, Mr. Curtis, we cannot think 
of steel, for instance, as just steel, but it is a variety of steel products 
and forms and shapes and sizes. 

If a certain program of requirements is submitted which clearly 
exceeds the capacity to produce the sizes and shapes required for that 
program, the division requirements committee is in a position to spot 
that immediately and say that it is impossible, because of physical 
limitations of production. 

Therefore a request for a million tons, where you only have one-half 
million tons capacity, becomes one-half million tons as a request, 
because that is all you can do, and that is one way to scale these 
requirements figures down initially. 

‘he division requirements committee reviews them primarily for 
feasibility, and then endeavors, as best it can, to reconcile the requests 
within the productive ability. 

Mr. Curtis. You have the same thing, of course, in aluminum, in 
the metals, as to sizes and shapes? 

Mr. Foy. That is right. You have the same thing in aluminum, 
and also in copper. 

Mr. Curtis. Are the requirements committees doing anything 
other than that? 

Mr. Foy. The division requirements committee? 

Mr. Curtis. Yes, the division requirements committee. 

Mr. Foy. It attempts to make an initial reconciliation of the 
requirements with the claimant agencies. That has been the procedure. 
Frankly, I think the procedure for the fourth quarter—and I am 
giving you my opinion now—the procedure for the fourth quarter’s 
determination of programs was rather unsatisfactory. 

There are three requirements committees that reviewed it, and 
there was some duplication there, and I believe there will be some 
change in that set-up for the next short time. 

Mr. Curtis. They don’t actually make the decision, but they 
determine whether there may be a conflict and report it on up, is 
that true? 

Mr. Foy. They make a recommendation on a decision which is 
subject to review and approval at a higher level. 

Mr. Curtis. I see. Suppose someone has a complaint about the 
decision that is made by the divisional requirements committee in any 
particular industry, then is there any set-up for a hearing? How 
does that function? 

Mr. Foy. As I told you, it has gone through two other committees 
subsequently, the Program Adjustment Committee, and the top 
Requirements Committee, both of which are composed of the claim- 
ant agencies. 

Mr. Curtis. Now, the Requirements Committee is the first group 
to get the basic information from industry, is that correct? 

Mr. Foy. No, not from industry. They get it through the claim- 
ant agencies. 
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Mr. Curtis. Oh, I understand, yes. 

Mr. Foy. The submission of requirements by the claimant agen- 
cies. 

Mr. Curtis. That committee would have some direct contact, 
directly with industry, is that right? 

Mr. Foy. Not in this connection; no, sir. 

Mr. Curtis. Not in that connection? 

Mr. Foy. No, sir. Their contact is with the military in the case 
of their requirements; with the Department of Interior, who may have 
contacts with industry but this committee would have none; or with 
the Products Division of the NPA, who sponsor the programs. 

Mr. Curtis. In other words, what I am getting to, to be specific, 
we would have to have the claimant agency as its sponsor, and the 
industry itself would have no standing before the committee, is that 
correct? 

Mr. Foy. That is correct. 

Mr. Curtis. I see. So they must fight and win their battle in the 
claimant agency, or they get nowhere. 

Mr. Foy. That is correct, sir. 

Mr. Curtis. Now, I wonder if you would describe the functions of 
the DPA Requirements Committee? How does that fit in there? 

Mr. Foy. The DPA Requirements Committee is the final body 
making the program determination. They receive the recommenda- 
tions of the division requirements committee, after they have been 
scrutinized by the Program Adjustment Committee, and the Require- 
ments Committee of DPA makes the final determination. 

Mr. Curtis. So it really just considers matter presented to it by 
your divisional requirements committee, am I correct in that? 

Mr. Foy. Not directly. The divisional requirements committee 
does not present, under the present set-up, anything directly to the 
Requirements Committee. It presents it to the Program Adjustment 
Bureau. 

Mr. Curtis. Oh, I see. 

Mr. Foy. Which is a sereening process, and then the Program 
Adjustment Committee makes its recommendations to the Require- 
ments Committee. 

Mr. Curtis. I see, so that-——— 

Mr. Foy. Those are both DPA committees. 

Mr. Curtis. Yes. Thinking of it from the standpoint of an 
individual business, he has to go to the claimant agency, and the 
claimant agency in turn sends the matter to the divisional require- 
ments committee, and then it goes to the Program Adjustment Com- 
mittee, and then to DPA Requirements Committee? 

Mr. Foy. That is correct. 

Mr. Sentner. I might clarify the mechanics just a little bit for 
you, if you desire. 

Mr. Curtis. Yes. I would like to have that done. 

Mr. Sentner. The stated requirements of each claimant agent are 
presented to the DPA. That is the initial step. 

Mr. Foy. That is right. 

Mr. Sentner. Then the DPA sends them over to the different 
controlled material divisions, who review them at their own require- 
ments committee level, to see whether they can resolve any im- 
balance—in all cases so far the stated requests have been in excess of 
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the estimated supply. Then you go back to the step that Mr. Foy 
described, of trying to reconcile and put realism into the claims. 

It then moves out of the NPA, back to the DPA. 

Mr. Curtis. In the Program Adjustment Committee? 

Mr. Foy. In the Program Adjustment Committee, and in the final 
Requirements Committee. 

Mr. Curtis. I see. Before I go further on that. particular thing, I 
am following a line of questions here, and if anyone else wants to 
develop the point further than I have, they are welcome to do so. 

Mr. McKinnon. Yes. I would like to ask a question along that 
line: 

Suppose, after the claimant agencies have filed with the DPA 
Requirements Committees, and it goes into the very specific scheduling 
groups, let’s say it goes back into your Iron and Steel group, and you 
find you have more requests than you have supply, then who makes a 
determination as to what is most urgently needed? Who formulates 
that priority, then, so far as supplying the claimant agencies is 
concerned? 

Mr. Foy. The Requirements Committee in the final analysis, but 
after having had the benefit of the advice and recommendations of the 
Industry Division, and the Program Adjustment Division. 

Mr. McKinnon. In other words, the Industry Division sends back, 
or confers with DPA, stating that they have got more requests than 
they have supply and——— 

Mr. Foy. First of all, they sit down with each claimant agency to 
determine the realism of the request. As you no doubt know, and as 
Mr. Sentner remarked, under any procedure of this sort the requests 
invariably overbalance the supply, so your first job is to sit down with 
each claimant agency and say, “Now, look, what is this request for, 
and why do you need this amount of steel, copper, and aluminum, for 
what purpose?” 

At that level you are frequently able to discover duplications and 
screen these requests down to more realistic figures. Now that is the 
first step, wouldn’t you say so, Herb? 

Mr. Jounson. Yes. 

Mr. McKinnon. Now, I don’t know whether I have misunderstood 
but I believe there might be some misunderstanding there 

Mr. Foy. That is right, through misunderstanding one claimant 
agency may have included certain figures in their statement that are 
also covered somewhere clse. 

Mr. McKinnon. And one of the functions of the DPA is to elimi- 
nate that duplication? 

Mr. Foy. To eliminate that overstatement of supply. That is the 
first step. 

Then having it boiled all down as close to a balance as you can, the 
division requirements committee, which consists of the claimant 
agencies, I think you realize that, sit down and discuss between them- 
selves. They fight their claims out between themselves and try to 
determine which ones have to go at this particular time and which 
ones do not. 

Mr. McKinnon. Is that at the advice of the specific industry 
group of NPA? 

Mr. Foy. If the industry group’s claim is involved, yes; through the 
NPA claimant agents, yes; that is right. 
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Mr. McKinnon. And through this discussion and exchange of infor- 
mation, you finally get your supply and your requirements in balance? 

Mr. Foy. You get it in balance, that is right, only as a recommenda- 
tion, an initial recommendation to the Program Adjustment Bureau, 
which then sits down and attempts to iron out any appeals from this 
initial recommendation. 

Mr. McKinnon. Now, you schedule this supply. Do you always 
leave aside a certain amount of tonnage, or whatever the case may be, 
for emergency appeals, and to take care of hardship cases? 

Mr. Foy. No; that is not done at that level, but I think you will 
find in all the final determinations of the Requirements Committee of 
DPA, that there is a reserve established to take care of appeals, late 
cases, emergencies, and so on. 

Mr. McKinnon. Now, if there is a great controversy that arises 
over it, and you cannot resolve your differences in the committee, who 
finally makes the decision? 

Mr. Foy. The staff of the Steel Division makes a recommendation, 
based upon its best judgment of how it should be divided. 

Mr. McKinnon. Then does the claimant agency have the right to 
go to the Administrator and appeal? 

Mr. Foy. Definitely, all along the line. 

Mr. McKinnon. Has that happened in the past few weeks? 

Mr. Foy. It is happening right now; I guess there are some appeals 
still being considered now. 

Mr. Curtis. Have there been any decisions overridden by the 
appeal? 

Mr. Foy. I would say this, that the recommendations of the 
division requirements committees were quite considerably changed, 
both by the Program Adjustment Committee, and by the Require- 
ments Committee before the final distribution was made. There 
were significant alterations, due to the appeal procedure. 

Mr. Sentner. | think that we might inject into this discussion 
this fact, or this point that was just touched upon, and that is the 
essentiality of the various programs. 

The Steel Division Requirements Committee has no knowledge or 
ability to make such a determination. 

Our problem is dealing with the practicalities of trying to provide 
the amount of steel to satisfy the programs, the total of which is more 
than the supply. The relative essentiality of each program is strictly 
the function of the DPA and the top Requirements Committee. 

Mr. McKinnon. What I am trying to find out is who is the man 
in the group who finally puts a stamp of approval on it and says, 
“‘We will give this much for railroad cars,’ or “this much to tank 
factories,” or “this much to automobiles,” and “this much to the 
building industry’’? 

Mr. Sentner. The Requirements Committee of the DPA. 

Mr. McKinnon. And that is composed of the claimant agencies? 

Mr. Sentner. Each one of the three layers of the committees, the 
Division Requirements, Program Adjustment, and top Requirements 
Committees are all composed of representatives of the same list of 
claimant agencies. They are at different levels. The top man of the 
claimant agency would be representing the Requirements Committee. 

Mr. McKinnon. The composition of these various committees is 
made up from the Department of Commerce, and do they come from 
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industry, or do they come from the military, or where do they come 
from? What are their backgrounds, as a rule? What is their ability 
to make judgments on this sort of program? What background leads 
them up to that sort of position? 

Mr. Sentner. | believe Mr. Anshen, of the DPA, would be better 
qualified to answer that question. Actually it would depend upon 
the—I don’t know whether you have a list of who the claimant agents 
are, but there is the Department of Defense, the Department of the 
Army which would include the United States Engineers, the Veterans’ 
Administration, General Services Administration, Housing and Home 
Financing, Secretary of Agriculture, Secretary of the Interior—— 

Mr. McKinnon. The Secretary himself has to appoint someone 
to serve? 

Mr. SentNER. Well, it would be the appropriate man on his staff. 
He would perhaps have three men, one of whom would serve at the 
division-requirements level, or levels; another at the next higher 
level, which would be the Program Adjustment Committee; and then 
perhaps a man higher on his staff who would serve on the top com- 
mittee, which is the DPA Requirements Committee. 

Mr. Foy. These men are all, you understand, appointed by the 
claimant agencies themselves. Nobody else selects them. 

Mr. McKinnon. Yes. These men make some very important 
decisions in our economy, do they not? 

Mr. Foy. That is correct. 

Mr. McKinnon. And | am interested in their background and 
their ability that puts them into this almost Godlike position over 
industry and our whole economy. 

Mr. Foy. I think, Mr. Chairman, that the place to get the informa- 
tion on the basis fundamental aspect of this whole procedure would 
be at the Defense Production Administration level. 

Mr. Curtis. Well, can you state if they are businessmen? 

Mr. Foy. That is where the decision is made. 

Mr. Curtis. Could you answer this, are they generally business- 
men, or people who have been in Government service? 

Mr. Foy. They are both. You could not generalize. 

Mr. Curtis. You cannot generalize? 

Mr. Foy. No. It is entirely dependent on the agency, as to 
whom they appoint. 

Mr. Curtis. But they might be businessmen? 

Mr. Foy. Some of them could be. 

Mr. McKinnon. In your particular level quite a few of them, like 
Mr. Johnson, who is from the Jones & Laughlin Steel Co.—— 

Mr. Foy. Yes, sir. 

Mr. McKinnon. That is pretty typical of a lot of the men? 

Mr. Foy. Well, I would not say it is typical of the requirements 
committees that are appointed by the claimant agents. They are 
varied. I couldn’t even tell you the background of a great many of 
them. 

Mr. McCur. I think it might be suggested, Mr. Chairman, that 
basically all of the operations in DPA and NPA sprang from govern- 
mental agencies, and that initially the person who served on those 
committees, or the persons, were what you might appropriately say 
are career men, and from that base sprang the larger development 
as we see it today, and I think Mr. Foy and Mr. Sentner both are 
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correct in stating that it is a combination of a lot of things, because 
there are many industry men represented in those claimant agencies, 
and also on the requirements committees at the various levels referred 
to. 

Mr. McKinnon. From what you say this top group is made up of 
career men. 

Mr. McCusg. I would say basically that is correct. 

Mr. McKinnon. And there are some from industry? 

Mr. McCour. Yes. 

Mr. McKinnon. But the top group has the final say, and therefore 
the final say is in the hands of career men, rather than in the hands of 
men from industry? 

Mr. McCusr. In general, I think that is correct. 

Mr. Foy. I doubt, as I say, that you could generalize on it. It 
depends on whom the Secretary of the Interior might appoint to 
represent him on that committee. Many of them are high Govern- 
ment officials. 

Mr. McKinnon. The majority of them are, you would be safe in 
saying? 

Mr. Foy. I think so, from my observation. But as I say, I don’t 
even know the backgrounds of all of them. But I think you could 
get some very precise information on that point from DPA. 

Mr. McKinnon. Well, I was interested primarily in that particular 
question, because I guess you saw the editorial from Barrons on 
August 6, which said that the CMP should be eliminated and not 
extended, that we are going down the wrong road, and that the NPA 
Administrator and other people with him are making a lot of very 
basic mistakes, and that they were getting a planned government 
comparable to the Government of Russia, or to the Government of 
Germany during the last war. There are a lot of statements in it that 
I think personally are mistaken generalizations more or less, but at the 
same time I am very much interested in knowing who is making the 
final determination on the allocation of scarce materials that is setting 
oo for the way we are going to be operating for the next period 
of years. 

Mr. Foy. The DPA Requirements Committee, without question. 

Mr. Daumas. Mr. Chairman. 

Mr. McKinnon. Mr. Dalmas. 

Mr. Datmas. I just wanted to ask the gentlemen if they knew 
whether Mr. Anshen, of the DPA Requirements Committee, and Mr. 
— were career men or whether they were from industry or other 
places. 

Mr. Foy. I happen to know about Mr. Anshen. I think he was a 
professor at the University of Michigan—or no, I am told that it was 
Indiana University, rather. I don’t know about Mr. Steiner. 

Mr. Curtis. Then that would be a third class, career men, indus- 
trialists and professors. Now, I was wondering. where do the agency 
requirement committees fit into this picture? We have been talking 
about the division and the DPA requirement committees. Now, are 
those interagency requirement committees, some of those we are talk- 
ing about? : 

Mr. Foy. I think they must be the same committees that you are 
talking about. They are all interagency committees. They all 
consist of representatives from the various Government departments. 
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Mr. Curtis. Then I want to get this straight. There are just two 
types of requirements committees, then, what you might call the DPA 
and the NPA; is that correct, or am I off on that? 

Mr. Foy. So far as I know, that is all. 

Mr. Curtis. And each one of them, however, is an interagency 
committee? 

Mr. Foy. Yes, sir. 

Mr. Curtis. Now, we have gone through this, to a certain extent, 
but I wonder if you would describe the process by which the NPA 
arrives at the allotments for a claimant division or agency, and the 
basis of the tonnage allotted to such agency. 

Mr. Foy. I think I would be entirely out of my field if I were to 
attempt to answer that, Mr. Curtis. 

Mr. Daumas. Couldn’t Mr. Johnson answer that question? 

Mr. Foy. No; I don’t think so. The final determination as to 
the basic considerations for the final decisions of the requirements 
committee are entirely out of our field. 

Mr. Curtis. We are just talking about the process, how it is done, 
not who actually determines it. 

Mr. Foy. Herb, would you want to undertake an explanation of 
the function? We can describe the functions of the division-require- 
ments committees. 

Mr. Curtis. Just the process by which the NPA operates when 
a claimant agency comes in. Now, what is the process by which the 
NPA arrives at that allotment, and then the basis for making that 
decision? 

Now, if you cannot answer that, I wonder if you could tell us who 
would have that information. We have gone through it somewhat, 
but I am just asking on that point. 

Mr. Foy. Well, the division scrutinizes these requirements figures 
submitted from the standpoint primarily of feasibility —can it be done? 
Let us say the oi! industry comes in for a requirement of pipe for 
drilling oil wells. If it is in excess of the productive capacity of the 
steel industry, that statement in itself knocks that requirement down. 
It cannot be done. You are in for more than you can do. 

For instance, if the railroads want more rails than there is rail- 
producing capacity, then you reduce that figure. You have to reduce 
it, because you are asking for something that is impossible. 

At the division level all of these questions are ironed out, and 
duplications, so far as possible, are eliminated. 

Mr. Curtis. And as to whether the claims are valid or inflated, 
that is all worked upon? 

Mr. Foy. That is endeavored to be screened out at that level. 
Then it goes back up through the chain to the Requirements Com- 
mittee, where the final decisions, based upon any policy considerations, 
are made. 

That decision is made at that level. 

The Steel Division, or the Copper Division, or the Aluminum 
Division, as Mr. Sentner just said, is not qualified to determine 
policy on these things. They recommend what they think is a feasible 
distribution. They consider the past history of consumption for the 
various uses, modified by any policy decisions they may then have, 
such as the required increase in freight cars and machine tools, and 
they endeavor to work out a feasible reconciliation on that basis, but 
not any final policy determinations. 
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Mr. Curtis. I wonder if you could take some specific thing as 
an example. 

Mr. Foy. They are not qualified for that. 

Mr. Curtis. Could you take a specific question that must have 
come up on a particular size or shape of steel, and illustrate it with 
a specific item? Can you do that for me? I cannot even suggest 
an item in mind right now. 

Mr. For. Well, you have general classifications, of course, of steel 
products. You have structural-steel shapes, and that might be, 
perhaps, well to have a little discussion of that, and that might 
answer what you have in mind, Mr. Curtis. 

Mr. Curtis. Yes. 

Mr. Foy. We have embarked upon an expansion program and a 
building program in this country, everybody independently, part of 
it through Government pressure, and part of it—I mean, Govern- 
ment requests to expand certain industries, to get ready for an emer- 
gency, and partly because there has been a lot of activity on public 
works of one kind or another. 

Now, the answer to all of that builds up to the fact that in the 
fourth quarter of this year there is a requirement or request for the 
construction of structural shapes that is approximately twice the 
capacity of the industry to produce. Is that correct? 

Mr. Sentner. That is right. 

Mr. Jounson. That is right. 

Mr. Foy. And we have a very definite capacity as to the produc- 
tion of production shapes which are rolled and shape mills of some- 
where between 400,000 and 500,000 tons a month. 

Mr. Sentner. It is 400,000; that is the right figure. 

Mr. Foy. A little over 400,000 tons a month, to do all of these con- 
struction projects, all in the same quarter, would require twice that 
much structural steel, so it is not feasible and it cannot be done. 

You have got to take 6 months in which to get the structural steel 
that you need to send these projects forward. I think at this time 
in the steel picture that has been the hottest and tightest item, and 
it has been necessary on the part of the top people in DPA to set 
down certain criteria as to who shall get the structural shapes first, 
and as to whether or not you should build all of your aluminum plants 
or all your steel plants or all your chemical plants, or finish all of the 
courthouses and hospitals, or what not, which things can give, and 
which must come first. 

The Steel Division, the Copper Division, or the Aluminum Division 
do not make any of those decisions. When the decision is made it is 
their job to see that the steel in that particular shape flows to the 
projects that are approved to have it. 

Mr. Curtis. I see. 

Mr. Foy. Now, that is a broad general classification, structural 
shapes. You cannot roll structural shapes on a sheet mill, you have 
to have a structural-shape mill, which is a sizable installation in itself, 
and there is no way to increase the capacity of that without building 
another structural steel mill, which requires a year and a half to 2 years 
to construct. \ 

So there is no immediate solution of increase in that capacity, 
regardless of how many steel ingots you might be producing. 
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Mr. Curtis. So actually, what the division requirements committee 
does then is to consider all the requirements for structural steel shapes 
of the various claimant agencies, to be able to find out how much is 
needed, and then you determine who of the various claimant agencies 
should get it at that level. 

Mr. Foy. At that level you don’t determine it; no, sir; but you do 
sit down with the claimant agencies and say, “How much of your 
program can be extended, and what do you have to have first, and 
then in the recommendations to the top requirements committee, and 
the division requirements committee points out this bottleneck and 
says, “By consultation among the claimant agencies we recommend 
that the limitation and distribution on structural steel be placed on 
each claimant agency to this extent.”’ 

The Requirements Committee might change and does change those 
figures before the final determination is made. 

Mr. Curtis. Who is it that made this basic survey? Let’s take 
again a specific example of industry capacity for structural steel shapes. 

Mr. Foy. The Steel Division. 

Mr. Curtis. The Steel Division has done that? 

Mr. Foy. That is entirely responsible for the suatements of supply. 

Mr. Sentner. That was the fundamental operation. 

Mr. Curtis. And it also included in that the fact as to whether 
you could shift over to another type of product. 

Mr. Foy. That is correct. Some things can be shifted. You can 
put more ingots into plates and less into sheets on some mills. You 
can, where you have additional capacity, make more bars and less 
wire products, say, by shifting the ingots around. 

Mr. Curtis. Well, that clarifies it in my mind considerably. 

Mr. Foy. That is the basic responsibility of these material divi- 
sions, to do that kind of a job, to get the production that will best fit 
the approved programs, and to smooth out the distribution of the 
product. 

Mr. Curtis. Now, we have heard and read, and in fact we know 
from some of our Small Business Committee hearings, that certain 
so-called pressure groups do exist, and I wonder if you could comment 
on any pressure group action that might exist in connection with 
the allocation of critical materials from claimant agencies and divi- 
sions? There is a great deal of pressure, obviously, that is going to 
be exerted by interested businesses. 

Mr. Foy. Well, I would be at a loss to define a pressure group. 

Mr. Curtis. Well, I would appreciate it, that is why I was trying 
to find out something here. It is a term that I think—well, let’s 
put it this way, in its best form, naturally any business, or even a 
claimant agency itself, will have a particular interest, and let’s assume 
that they are simply trying to present their point of view as strongly 
as possible. 

Mr. Foy. Well, they all do that, I can assure you. 

Mr. Curtis. They present it as strongly as they can, and some- 
times that gets a little out of line. I think that is what you would 
call a pressure group. 

Now, what has been your experience, or what is your knowledge 
of their operation? 

Mr. Foy. They make their voices heard in these requirements com- 
mittees at all levels. They also do their best, and | think the pro- 
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cedure, personally, is quite propor, I think that is the way you get at 
this, speaking of claimant agencies now, whether it is an industry 
division of NPA, or whether it is the Agricultural Department or the 
Department of the Interior, they all work and work hard to present 
the best case they have in order to get what they think they are 
entitled to. 

And I think that is the kind of democratic procedure that you would 
want to go through. I don’t see how you could do it otherwise. 

To that extent I would say that you would call them all pressure 
groups. 

Now, so far as the industries involved are concerned, they are a 
soundingboard in the industry advisory committee groups within 
NPA. Your claimant agencies, many of them, have advisory com- 
mittees and boards from the industries, where they make their view- 
points known, and it is reflected there through the claimant agencies 
into this requirements committee. 

Mr. Curtis. I see. These advisory boards function at what level? 
Would you repeat that? 

Mr. Foy. There are advisory committees set up within all of the 
division levels of NPA. 

Mr. Curtis. Yes, I am familiar with those. Now, who do they 
make their advice felt with, that is what I wanted to know. You 
started to discuss it, and I wanted to follow it up. 

Mr. Foy. In their advisory committee meetings which, in the case 
of most of them, I think, occur at least once a month, and sometimes 
more often. 

Mr. Curtis. And that advice they might give, or in discussing a 
certain problem, would they then sit in on a requirements committee? 

Mr. Foy. No, no. 

Mr. Curtis. How would they make themselves felt? 

Mr. Foy. Well, to use an example, which is merely and purely an 
example, of course, they might take a look at the division handling 
agricultural implements for NPA. They have their advisory com- 
mittee, consisting of representatives from that industry. They would 
also have representatives on that committee, or at least people present 
from all interested governmental departments, I would say, certainly 
I am quite sure the Department of Agriculture sits in with the Farm 
Equipment Advisory Committee, and has a representative there. 

Mr. McCue. I think it might be well to point out that a repre- 
sentative of the Office of Small Business is also at all of those com- 
mittee meetings. 

Mr. Foy. That is right. They are also there. The problems facing 
that industry, the contemplated actions of NPA affecting that indus- 
try are discussed at those meetings, and the industry people speak 
their piece. I might say that in some of those meetings they 
speak their piece very frankly about what they think about it, and 
they give their recommendations and advice on what should be done. 

Mr. Curtis. Now——— 

Mr. Foy. And from that point on, so far as the requirements pro- 
cedure is concerned, the ball is carried by the Government agency 
which is responsible for that industry, whether it is an industry divi- 
sion or another Government agency. 

Mr. Curtis. Of course, we have had a number of complaints, and 
I personally have had them, from men who have been on these 
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advisory committees, and who have said that they meet and give 
advice, but that is the end of it, as near as they can see. In other 
words, one word from them and they go ahead and do as they please. 

That is the way they express it. 

Mr. Seety-Brown. Well, do you know of a case where the advi isory 
xroup has actually presented advice which has resulted in a decision 
Cel sing reversed? Is there anything of that sort? 

Mr. Foy. Well, that complaint has been made, of course, and 
certainly you could not have such advisory committees from industry 
who were in a position to make decisions. 

Mr. Curtis. No. But if they are going to give advice, has the 
advice ever been listened to? 

Mr. Seety-Brown. How much of it is window dressing, and how 
much of it is actually accepted? 

Mr. Foy. I would say many times their advice is followed. There 
are undoubtedly cases where their advice is not followed, and probably 
could not be, because you might have directly contrary advice from 
two different groups. 

Mr. Curtis. Yes; we understand that. 

Mr. Foy. And you could not agree with both sides, so it is not 
possible that all of their recommendations can be observed. 

I think that, from my own observation, the meetings are worth- 
while, and that their advice is recognized in many cases. Not in all, 
because you could not possibly have it recognized in all cases. 

Mr. Curtis. Frankly, I don’t think they or anyone else could 
expect that. After all it is, as you say, advice. 

Mr. Foy. I think you are more likely to hear of the case where the 
advice is ignored than where the advice is followed. 

Mr. Curtis. Oh, yes; that is natural. 

Now, when military needs increase, are the allotments for steel for 
civilian use cut on a proportionate basis, or are they considered on a 
specific case basis, if you understand the question? 

Mr. Foy. Dick, would you care to answer that for steel? 

Mr. Sentwer. | think all of those questions ought to be best 
answered by the representatives of the DPA, who are the ones who 
make that determination. 

Mr. Curtis. Yes. 

Mr. Sentner. | think your question, though, divides itself into a 
forecast, or into two sections, one of which is a forecast of the supply 
by the advance figures that we have so far in the operation of NPA, 
and we have more or less been able to hold to a pattern of civilian 
usage with relatively minor changes, and compensate for the difference 
by the increased yield capacity. 

Sure, the cuts were necessary, but the real deep cuts to date have 
been taken and, barring a great increase in the militar y requirements, 
we look forward to an increasing supply offsetting the present esti- 
mates of the increased military demand. 

Mr. Curtis. What claimant agencies fight the battle for the use 
of materia! for civilian uses? 

Mr. Senrner. Wel!, it is broken down—the Office of Civilian 
Requirements is the staff level,.the Assistant Administrator for 
Civilian Requirements in DPA, and then the various industry divisions 
of NPA who have supervision over the production of those various 
civilian items constitute the organization that present the claim and 
the needs for the civilian industry. 
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Mr. Curtis. I presume that if the Smaller War Plants Adminis- 
tration were in there, they too would be fighting the battle, to a 
certain extent, for goods for civilian use? 

Mr. Senrner. They have an interest in each claim, because there 
are small businesses in each one of the segments of the economy 
claiming steel, whether it be farm machinety, tin cans, or anything 
else. 

Mr. Curtis. In the same way you would say that a larger industry— 
that is what I don’t quite see, how it functions through the Govern- 
ment claimant agencies to fight for the civilian production. Through 
the Office of Civilian Requirements, yes, I can see that, but is that 
the only way they can do that? 

Mr. Foy. Oh, no. 

Mr. Curtis. How else might they do it? 

Mr. Foy. Well, if you are talking about civilian requirements, in 
term of all production, and I assume you are going that, rather than 
just specific 

Mr. Curtis. Yes, I am generalizing. 

Mr. Foy. I presume you are not talking about just consumers’ 
durable goods. 

Mr. Curtis. Well, it is always helpful to take a specific thing. 

Mr. Foy. Would it be helpful to read the titles of some of the 
civilian divisions of NPA? 

Mr. Curtis. I believe so. 

Mr. Foy. Well, you have Agricultural Machinery and Implements 
Division. 

Mr. Curtis. Of course, agricultural machinery has been well recog- 
nized to be very necessary in our defense program. 

Mr. Foy. That is right. 

Mr. Curtis. I am talking about items like ice boxes, for example. 

Mr. Foy. Well, could I briefly read them and I will come to those 
points. 

Mr. Curtis. Yes. 

Mr. Foy. You have the Aircraft Division, and I will skip the 
Materials Division, because these are end-products divisions, you 
have the Building Materials Division, the Chemicals Division, the 
Communications Equipment, Construction and Mining Machinery 
Division, and here you have the Consumer Durable Goods Division. 
which covers your refrigerators, your washing machines, and even 
down to ash trays, of course. 

Mr. Curtis. Yes. They fight the battle for those? 

Mr. Foy. And they fight a good stiff battle, I might say. 

Then you have the Containers and Packaging Division, Electrical 
Equipment Division, Electronics Division, Engine and Turbines Divi- 
sion, General C omponents Division, which covers those things which 
are general components for all industries, like tools and bolts and 
nuts, and things that everybody uses. 

Mr. Curtis. Let me ask then, the battle is for that in those divi- 
sions between where your industries—well now, wait, do they? The 
industries themselves—— 

Mr. Foy. Each one of these divisions has an industry advisory 
committee. 

Mr. Curtis. Yes, and each one is a claimant agency. 

Mr. Foy. They would have several in the Consumer Durable 
Goods. 
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Mr. Curtis. Each one goes to the claimant agency to sell their 
story? 

Mr. Foy. That is correct. 

Mr. Curtis. That is where they get it in; is that correct? 

Mr. Foy. That is correct; yes, sir. 

Mr. Curtis. I see. Thank you. 

Now, we have gone over this somewhat, but I want to take it up 
as an individual item. 

With the extent of consultation with members of industry in setting 
up allocation programs, that is, the allocation programs themselves, 
and the members of the steel industry, the aluminum industry, and 
the copper industry, and the supporting programs industries, how do 
they get their two bits in? 

Mr. Foy. Through the same medium, through the advisory com- 
mittees. 

Mr. Curtis. Through the advisory committees again? 

Mr. Foy. Yes, sir. When an allocation procedure is contemplated, 
the industry affected is consulted. 

Mr. Curtis. Now, in the same way, from your over-all job, which 
is production, we will say again, talking about steel, and determining 
how much in the way of structural steel shapes will be available, 
they are consulted, | presume, in a similar way in setting it up? 
They would have to be, of course. 

Mr. Foy. Oh, ves. 

Mr. Sentner. They are consulted, not alone as an industry, but 
as an individual producer. We meet with the producers once a 
month. 

Mr. Foy. Each individual one? 

Mr. Sentner. Each individual producer. Of course, we cannot 
meet with them all once a month, but we meet with those producers 
that represent about 85 percent of the total capacity, and over a 
period of 2 months we cover the water front and go over their indi- 
vidual product production, hearing their stories, or where their prob- 
lems are in maintaining maximum production, and taking what steps 
we can to help them solve the problem of getting out as much as 
they can. 

Mr. Curtis. Incidentally, if vou would ask a particular business 
to shift from the manufacture of one item, or the production of one 
item to another, do they assume that cost, or what is the case? 

Mr. Sentner. Oh, yes; yes, they do. Of course, they have recourse 
to the OPS. I don’t know what relief that has provided for them 
to date. 

Mr. Curtis. That, of course, is figured into the ultimate price. 
The price, of course, will increase, to a certain extent, due to that 
shift, which is part of what vou have to consider. 

Mr. Foy. Well, let us say that their cost increases. Whether their 
price increases is a question for OPS. 

Mr. Curtis. Yes. We are told that the eontrolled-materials plan 
allotments amount to more than the supply for the fourth quarter, 
and you expect that the supply and demand will balance automatically 
through attrition. How can that happen, when all key programs are 
not fully provided for, and further, the thousands of users clamoring 
for more material who are unable to place orders, particularly for 
steel. Just how is it anticipated that the attrition would occur under 
those circumstances? 
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Mr. Sentner. That question was asked yesterday, and I don’t 
think that we have the responsibility that would allow us to give you 
the answer that you want. 

Mr. Curtis. In other words, that is up on the policy level? 

Mr. Sentner. That is the policy level. That is outside the func- 
tion of the Iron and Steel Division. We do not distribute any allot- 
ments for steel in the Iron and Steel Division. Our job is to cash the 
tickets. 

Mr. Curtis. Don’t you pass on views? 

Mr. Sentner. Oh, yes. 

Mr. Foy. In the initial determinations we are helpful, as explained, 
through this advisory capacity. 

What Mr. Sentner means is that when the final determinations are 
made, and the authority for passing out allotments is given, the allot- 
ments are then passed out through the various other claimant agencies 
and departments of the Government, and within NPA, they are 
passed out by these divisions that I read to you, who are the end- 
product divisions, the Agricultural Implements passes it out to the 
implement industry. Our responsibility is to make good on the 
tickets when they arrive. 

Mr. Curtis. Aside from your responsibilities, because in your 
position you know a great deal about this, and are looked upon for 
advice, what is your personal view? 

Mr. Sentner. On the attrition proposition? 

Mr. Curtis. Yes. 

Mr. Sentner. Experience in the War Production Board proved 
beyond a question of doubt that there was attrition, and there was a 
loss of tickets in passing them down from the prime contractor to the 
sub and to the sub-sub, and the amount of authorization put out 
never did reach the mill level. 

Now, that was recognized in the procedure that we set up with the 
producers that required them to accept up to 110 percent of what 
they think they are going to make, so that they have a full order book 
and don’t lose production as the result of it in the middle of a month, 
such as having a cancellation that does not give them anything to 
roll, you keep the barrels full, on the theory that you don’t want them 
to be empty. 

Mr. Seety-Brown. Would you say that attrition to date has 
occurred at the anticipated rate? 

Mr. Sentner. Well, it is difficult to answer that question, because 
the actual shipment on CMP orders in any quantity will not take place 
until September, so we have no means of knowing, no means by which 
we could express an opinion, but our opinion is that under any reason- 
able period of time of operation of CMP that there will be attrition, 
and there is attrition in ways that we know well about, that is, that 
the tickets are issued, the allotments are issued in the form of carbon 
steel, and the use of those tickets for carbon steel may not be usable, 
because of the shape and form in which they are required. A man 
that wanted a structural shape might be able to cash his ticket to get 
himself some barbed wire or some farm fence, but he might want the 
carbon steel in the form of structural shapes, and being unable to get 
it, the ticket was not used. 

We did not want to limit the purchasing authority of barbed wire 
or farm fence by having this narrow use of carbon steel that would 
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provide a lack of purchasing authority for a product that was avail- 
able, but that could not be purchased because there was no allotment. 

That is the second phase that results in what is commonly referred 
to as attrition. 

Mr. Foy. It might be helpful to comment, Mr. Curtis, that there is 
another important source of this attrition, and that is this, that the 
requirements committee divides up those allotments among a great 
number of groups of claimant agencies, and gets a certain batch of 
tickets when the pie is cut. That claimant agency also immediately 
proceeds to divide it up among a lot of other people. There may be 
subdivisions of the agency through which these tickets flow. And 
there again they go to various actual contractors or manufacturers, 
and hand out the tickets. 

All along that line of distribution the inclination is to do the thing 
referred to earlier here, and that is to hold out a little reserve for 
emergencies and late cases, and what not, and if they hold it too long, 
it is not cashable anyhow, and they go past the point where some of 
the tickets are lost there, before they ever get to the buyer of steel. 

The same way with the general contractor, if you have a Govern- 
ment military contractor, who has a big order, and he has a lot of 
subcontractors and sub-subcontractors, he passes those tickets down 
through the chain. 

He will hold back a little reserve in case a sub gets into trouble, and 
he needs to help him out, and if that reserve is never used it represents 
attrition, orders that never reach the mill level. 

Mr. Curtis. You all think, at least it has not been proved yet, that 
the figure vou have used is not unrealistic? 

Mr. Sentner. It is a matter of degree, and in the main we feel that 
it is on the basis of the experience of 3 years of operation under WPB, 
although the circumstances are different, the general approach of 
having some attrition we agree with. 

I think it is important to note, because yesterday you were all 
looking at the press release that had the figures for the various claimant 
agencies of copper, aluminum, and steel, and there is about a 5 percent 
reserve right in that total figure. One reserve for DPA and one 
reserve of NPA. So while the total allotment came out to something 
like 114 and a fraction percent, included in that percentage was 5 
percent for reserve. 

Mr. Curtis. Thank you very much. Those are all the questions L 
have. 

Mr. McKinnon. Mr. Sentner, you say on this attrition program, 
that it is estimated to the best of vour ability, from more or less 
historical attrition in this free economy of ours. But today we are not 
in a similar situation. 

Mr. Sentner. Not attrition in a free economy, attrition in a con- 
trolled economy. 

Mr. McKinnon. Where do you get any experience on attrition 
in controlled economy? 

Mr. Sentner. From the War Production Board in World War II. 
This is substantially the same system that was used in the last 3 
years of World War II. 

Mr. McKinnon. That was not used the first year or two. It was 
not in effect, was it, during the first year or two? 

Mr. Sentner. No. 
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Mr. McKinnon. Well, if your theory on attrition is wrong, then 
you will have a very bad state of affairs, won’t you? 

Mr. Senrner. Well, you would have to adjust your subsequent 
activities to what your experience told you was right. 

As a starting point, I think that the agency has used the composite 
experience of people who operated the CMP and the WPB. 

Mr. McKrxnon. But if your experience does not prove applicable 
in this present year of 1951 vou will be in a pretty sad condition, would 
you not? 

Mr. Sentner. Not for more than one quarter. 

Mr. McKinnon. Well, they have already been in a sad position for 
the past year, and every time we talked to the NPA officials, they say 
that things are bad, but that next quarter they will be in pretty 
straight shape. Here we are almost dead center of the third quarter, 
and we still have an awful lot of criticism, and apparently pretty much 
in the way of stymied efforts, if you listen to businessmen talking. 

Mr. Sentner. I can only comment in terms of steel, and with the 
steadily increased amount of availability that we have had in steel, the 
disruption to the economy in terms of steel has been, our opinion is, 
substantially as outlined by the agency, and nothing seriously different 
from that. 

Mr. McKinnon. How big a percentage increase in allocations in 
the third quarter of this year did you make as compared to the alloca- 
tions for the first quarter of this year? 

Mr. Senrner. I don’t know that 

Mr. McKinnon. What about steel? 

Mr. Sentner. I believe that Mr. Skuce’s comments on that subject 
would be proper. He has all of that available information. 

Mr. McKinnon. Who has that information? 

Mr. Sentner. Mr. Skuce, who testified earlier in the week. 

Mr. McKinnon. Well, you fellows are right in the middle of the 
thing, figuring out the requiremeats, and your supply. We are talking 
about steel now, finished steel, and if you fellows don’t know the 
answer, I don’t know who would know it. 

Mr. Foy. Could I make one comment? 

Mr. McKinnon. Yes. 

Mr. Foy. Your third quarter was not by any means purely the 
controlled-materials plan. 

Mr. McKinnon. The third quarter of this year? 

Mr. Foy. Yes. There is a traasitioa period. Your orders on the 
mills, as Mr. Sentner says, no truly CMP orders will be shipped even 
before September, and you are still shipping against defense order 
ratings, DO's, so-called. 

Mr. McKinnon. Well, that was taken into consideration when you 
set up your CMP: was it not? 

Mr. Sentner. That is correct. 

Mr. McKinnon. How much allocation was made for the third 
quarter and how much for the first quarter? 

Mr. Foy. None for the first quarter. 

Mr. McKinnon. You had DO’s and various other orders. 

Mr. Foy. They were handing out priorities. What I started to 
comment on is the fact that any priority system is not a precise system, 
which is exactly why you have to go to something like the CMP in 
order to get proper coatrol. 
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Mr. McKinnon. Do you know how much priority was allotted for 
the first quarter of this year, how much in the way of priorities was 
allotted? 

Mr. Foy. I would say that nobody knows. 

Mr. McKinnon. Do you mean to say that they were just handed 
out indiscriminately? 

Mr. Foy. Well, you have a history of shipments against priorities. 

Mr. McKinnon. How much is that? 

Mr. Sentner. About 20 or 25 percent, including the military. 

Mr. McKinnon. Twenty or twenty-five percent of what? 

Mr. Sentner. Of the total supply, and the rest of it ran free. 

Mr. McKinnon. How about the third quarter? What is the 
set-up for that? 

Mr. Sentner. Well, we ran through the month of July with a 
load of DO’s, and I would say there were perhaps 50 percent of the 
supply taken up in that. 

Mr. McKinnon. Well, let’s don’t talk about supply, let’s talk 
about actual tonnage. 

Mr. Sentner. This is August, and it is only the second month of 
the third quarter, and I would presume you are interested in the 
flow of steel, as to whether it moves on priority or whether it moves 
in the free area. 

Mr. McKinnon. Talking about priorities, when you hand out 
a priority don’t you keep a running balance as to how much you 
have drawn against it? 

Mr. Sentner. Not under the DO system, according to Mr. 
Skuce’s figures the authorizations that were issued for the third quarter 
were in balance, or in an amount that was—— 

Mr. McKinnon. Let’s not talk about in balance, you are saying 
that it is in balance, and our men are saying that they cannot get it. 
Let’s find out the actual figures that you are actually drawing checks 
on. 

Mr. Sentner. I think we have to go back and restate again that 
you talk about the third quarter, but the CMP was not operative 
for getting steel under in July. It does not operate to get you any 
steel in August. It did not become operative until the month of 
September. 

Mr. McKinnon. Well now you are set up for the month of Sep- 
tember, are you? 

Mr. SentNer. Yes, sir. 

Mr. McKinnon. You know what you are drawing on for the month 
of September. 

Mr. Sentner. Well, on a quarterly basis, and it was the means of 
establishing the procedure to start CMP, with full knowledge on the 
part of the agency, and while they are issuing the tickets the allot- 
ments for a full quarter, that it would be only good for 1 month in 
the quarter, and that was the last month. 

Mr. McKinnon. That is what I am asking, How much in the way 
of tickets did you issue for the month of September? 

Mr. Sentner. They issued them for the whole quarter and the full 
amount of supply. 

Mr. McKinnon. Here on the one hand you say that September 
is going to be the only firm month in which CMP would operate 
for the third quarter this year. 
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Mr. Sentner. Yes. 

Mr. McKinnon. Well, if it is a firm deal, how much did you issue 
for that month? You should certainly have those figures. 

Mr. Foy. Dick, if the committee wants a statement of the figures of 
the actual allotments issued and authorized, that can be obtained, 
can it not? 

Mr. Sentner. Yes. 

(The following information was submitted September 27, 1951:) 

The controlled-materials plan has been only partly in effect during the third 
quarter. It has not covered certain segments of the economy, principally in the 
consumer durable-goods field, nor has it been actually effective except for the 
single month of September. As of August 31, the total tonnage of steel allot- 
ments issued for the quarter as a whole was 18,136,402 short tons. This com- 
pares with an estimated supply of 20,825,000 tons in that period. The tonnage 
not covered by allotments has been the “free area’’ of distribution. In confining 
the operation of the plan to the month of September, holders of allotments were 
authorized to place 35 percent of their total third-quarter allotments in that 
month. 

Mr. McKinnon. It seems to me that if I were running a bank, my 
own bank account, and I was in charge of a certain kind of dollars, 
I would certainly know what was being drafted on my kind of dollars. 

Mr. Foy. I think I can clarify this. I don’t want to embark on a 
lecture, but I think there is some misunderstanding. 

In the first place, DO’s in themselves are simply priorities. When 
you give out a simple priority, you do it with no relation to the quan- 
tity involved, and no relation to the time of delivery involved. 

Mr. McKinnon. That is why you left it and went to the CMP. 
Now you are in CMP for the month of September. 

Mr. Foy. But you do not place an order for steel on the Ist of July 
and get it at the middle of July. 

Mr. McKunnon. I realize that. 

Mr. Foy. You have got to have a lead time. 

Mr. McKrynon. That is right. 

Mr. Foy. So when we say this thing becomes effective in the third 
quarter, they passed out tickets in the terms of third quarter quantities, 
which should have included all the material the man was getti 
against the DO ratings, as well as what he got against the OMP 
ratings, and one of the rules was that he could not place orders for 
more than 35 percent of that allotment for delivery in any 1 month. 
When he got his ticket it was too late, because of the lead time 
involved, to place any orders against the CMP ticket for September, 
and if he had a request for 150 tons, he could only place 50 tons for 
September delivery. If he had 100 tons coming on DO’s in July and 
August, he had his allotment, and if he had 200 for July and August, 
he should not have placed any for September, and he should have 
canceled 50 tons for August. That is, theoretically. 

Until you know how many people actually canceled those orders, 
and how many did not, and how many were sufficiently familiar with 
the rule that they only placed the 50-ton September order in one place 
instead of three, you cannot cast figures on what actually happened. 

Mr. McKinnon. But you have issued the tickets just the same, 

Mr. Foy. That is right. . 

Mr. McKinnon. Well, I am asking you how much in the way of 
tickets you did issue. 
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Mr. Foy. As I say, we don’t have the tickets here, and we did not 
issue the tickets, of course, that was the Metals and Minerals Division. 
The tickets were issued by N PA, and other claimant agencies, and you 
are precisely right, there was a certain amount that was issued, and 
that figure is obtainable, and if you want that figure we will relay 
that request. 

Mr. McKinnon. I would like to have the figures. I am surprised 
that you don’t know them offhand. 

@ Mr. Senter. I thought I answered the question, without being 
able to give the statistics——— 

Mr. McKinnon. I am not interested in generalities. I want to 
get down to what the figures are, and then we can make up our minds 
as to what kind of a job the NPA has been doing. 

Mr. Sentner. Mr. Skuce’s office, that is the office that keeps the 
bank book, and they have a record. I think the figure is somewhere 
in the neighborhood of 22 or 23 million tons, which was the proper 
amount of authorizations, the supply figure that we used in April and 
May, as being the supply for the third quarter. 

Mr. McKinnon. Then you would be about 10 percent over the 
expected production, wouldn’t you? 

Mr. Sentner. Whatever the attrition figure was that was used in 
there would be that amount over the supply. 

Mr. McKinnon. We are talking about finished steel products. 

Mr. Sentner. Yes. 

Mr. McKinnon. During the first quarter of this year we produced 
nearly 20 million tons. 

Mr. Sentner. In the first quarter? 

Mr. McKinnon. Yes. 

Mr. Sentner. That is right. 

Mr. McKinnon. And in the second quarter we produced about 
13% million tons. 

Mr. Sentner. That was April and May. 

Mr. McKinnon. And it will be about 20 million tons then? 

Mr. Sentner. That is right. 

Mr. McKinnon. What do you anticipate will be the production 
for the third quarter? 

Mr. Sentner. About 21 million. 

Mr. McKinnon. And for the fourth quarter? 

Mr. Sentner. The exact figure we used was about 21.5. 

That is, of all grades. 

Mr. McKinnon. Well, that is stepping up at a little faster rate 
than you expected? 

Mr. Sentner. Yes. We hope the capacity that has been building 
now for 9 months is going to come into being. 

Mr. McKinnon. What do you think it will be for the total year 
1952? 

Mr. Sentner. We don’t move quite that far, for fear somebody 
will take the figures and use them in distributing steel, but I would 
make an offhand guess that it would be at about the rate of 110 
million tons, which ought to produce somewhere in the neighborhood 
of between 81 and 82 million product tons on an annual basis. 

Mr. McKinnon. Between 81 and 82 miliion? 

Mr. Sentner. About 82 million. 
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Mr. Foy. It will be more than that, Dick. 

Mr. McKinnon. Of course, you are going to be producing in the 
year of 1951 how much? 

Mr. Sentner. About 80 million tons. 

Mr. McKinnon. You have then no appreciable increase at all in 
1952 over 1951, do you? 

Mr. Sentner. In 1952 over 1951? 

Mr. McKinnon. Yes. 

Mr. Sentner. Well, yes. é 

Mr. McKinnon. Well, you say 82 million in 1952, and you are 
doing just about that in 1951. 

Mr. SentNner. I don’t believe we will have it, it will be some time 
before we have the final figure. 

Mr. McKinnon. Well, what is your target? You certainly must 
have a target. 

Mr. SenrNner. Our target would be 84 million tons, for purposes 
of supply we will say 82 million, but we would probably be handling 
allotments each quarter on the basis of 84 million. 

Mr. Curtis. For 1952, now? 

Mr. Sentner. For 1952. 

Mr. McKinnon. Well, that is a relatively small percentage increase 
compared to what you have been doing in 1947 over 1948, or 1950 
over 1951—or rather, 1951 over 1950. 

Mr. Sentner. Well, you have the capacity operation now that 
you never had in those years. 

Mr. McKinnon. Didn’t Charley Wilson say to us—— 

Mr. Sentner. These are production figures that we are talking 
about. Let me point out that there is quite a difference in the practical 
operation of the Steel Division. Ejighty-two million tons, as an 
actual figure, and allocating twenty-one million tons, which would 
reflect an eighty-four million ton annual production. 

Mr. McKinnon. Charley Wilson was talking about tonnage coming 
up to 118 million tons. Was he talking about finished steel? 

Mr. Sentner. He is talking about ingot tons, and he is talking 
about the middle of 1953. 

Mr. McKinnon. Now, you say in 1952 we will hit 110 million 
ingot tons, is that true? 

Mr. Sentner. That is our estimate, yes. 

Mr. Foy. Providing we have all the scrap we need, and providing 
some other things don’t get wrong. , 

Mr. Sentner. Another thing is the rate at the latter part of the 
year, and that will be greater than the 110 million tons, but you 
asked a question about the annual supply, and for purposes of answer- 
ing that question I would say somewhere in the neighborhood of 82 
million tons. If you asked what we thought——— 

Mr. McKinnon. You are talking again about finished steel. 

Mr. Senrner. That is right. Now, if you asked a question 
about what the quarterly supply would be, I would certainly take 
the top figure, and I would say 21 million tons a quarter, which 
would be 84 million tons annual rate, but whatever happens during 
the quarter in the way of loss of production for one reason or another 
should be compensated for in the next quarter, so that on any annual 
basis it would be, I would say, 82 million tons, but on a quarterly basis 
it would be 21 million tons of production a quarter. 
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Mr. McKinnon. Then we-are not making very much of an increase 
between 1952 and 1951. You have roughly got a production of steel 
in 1951 of 82 million. 

Mr. Sentner. We have a portion and a sizable portion of the 
planned increase in steel capacity that is in operation right now, and 
there is more coming in every month. 

Mr. McKinnon. But, Mr. Sentner- 

Mr. SentNeEr. In the figures we submitted yesterday. 

Mr. McKinnon. Yes. I am working off the sheet you submitted 
yesterday. We had 72 million tons in 1950, and now we are stepping 
up to 82 million tons, apparently, estimated, at least, and it looks like 
it is going to be pretty accurate, for 1951. 

Now, you say for 1952 that you are still going to have 82 million tons. 

Mr. Sentner. We will not have 82 million tons this year. 

Mr. McKinnon. All right. You have got 19 for the first quarter, 
20 for the second quarter, you will have 21 for the third quarter, and 
21.5 for the fourth quarter, and that adds up pretty close to 82. 

Mr. Sentner. About 80 or 81. 

Mr. McKinnon. You say you will only have 82 in 1952, which is no 
increase, to any degree at all, compared to what we have done in these 
years gone by. 

Mr. Sentner. I should perhaps revise the 82 and say that on a 
physical operation the operation should support 84 million tons. 

Mr. McKinnon. Even that isn’t much of an increase in comparison 
with the increases we have had right along, with the exception of 1949. 

Mr. Foy. Of course, the increases that you are looking at, Mr. 
Chairman, are not capacity increases from those previous years, 
but they are production increases from capacity in existence. 

Mr. McKinnon. These figures that you gave us this morning were 
submitted—- 

Mr. Foy. Those are production figures. 

Mr. McKinnon. That is what we are talking about. We are 
talking about the same thing. Now, let’s don’t get horses and 
apples mixed up. 

Mr. Foy. No, let’s don’t do that. Just a moment now. You are 
looking at production figures for years back. How far back does the 
statement go? 

Mr. McKinnon. 1946, 1947, 1948, 1949, and 1950. 

Mr. Foy. Those increases you are looking at do not represent in- 
creases in capacity. They represent greater production from the 
capacity in existence. 

Mr. McKrxnon. Well, now wait a moment, Mr. Foy. Isn’t it 
true that we have had some increase in productive capacity in these 
last 5 years? 

Mr. Foy. Slight, but nothing large. 

What you are not quite recognizing is the fact that the industry did 
not run 100 percent during those years. It ran at a lesser rate of 
operation. So you are looking at production figures and not looking 
at increases in capacity, except between 1950 and 1951—between 
1949 and 1950 and 1950 and 1951, you are looking at some increases 
in capacity, but the industry is running over 100 percent. of capacity. 

Now, you cannot keep on increasing that rate until you get new 
capacity. 

Mr. McKrnnon. Your industry ran over 100 percent of capacity 
in 1950? 
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Mr. Foy. No, sir; it did not. 

Mr. McKinnon. What percentage was it running? 

Mr. SentNer. Something less than 100 percent. 

Mr. Foy. Less than 100 percent. 

Mr. McKinnon. How much less? 

Mr. Foy. A few points less. 

Mr. Sentner. Two or three points less. 

Mr. McKinnon. Then you added some new capacity this year, 
didn’t you? 

Mr. Foy. Yes, some has come in. 

Mr. McKinnon. And I mean, you also ran over your rated capac- 
ity? 

Mr. Foy. That is right. 

Mr. McKinnon. In 1950 you ran 72 million tons. Now in 1951 
you are running 82 million tons? 

Mr. Foy. Yes. 

Mr. McKinnon. And you have had some new capacity come in. 

Mr. Foy. Most of which is due to the operation in excess of rated 
capacity. 

Mr. McKrynon. All right. Now, you don’t expect much im- 
provement in that regard, do you? 

Mr. Foy. You mean a higher rate? 

Mr. McKinnon. Yes. 

Mr. Foy. No, sir; it is very questionable as to how long you can 
keep running over 100 percent of capacity. I might point out that 
during the war years there were only three successive quarters where 
the steel industry ran over 100 percent of capacity. 

You have to take furnaces out for relining. You cannot run forever 
at more than your rated capacity. 

Now, that is part of Mr. Sentner’s thinking, I know, about next 
year. This industry cannot keep running at 108 million tons on its 
present rated capacity of 104 million. You don’t know how long it 
can keep going at that rate. 

Mr. McKinnon. You are running 108 million against a capacity of 
104 million, which is roughly about 3 percent over, is it not? 

Mr. Foy. Currently; yes. 

Mr. McKinnon. And if you drop back to your 100 percent rated 
aa 206 you have lost 3 percent, approximately. 

Mr. Foy. That is right. 

Mr. McKinnon. In the meantime we have been told by Mr. Wilson 
and a lot of other people who appeared before us who handle all this 
defense production legislation, and that was in the Banking and Cur- 
rency Committee, that you are going to have a very measurable 
step-up in capacity in 1952. 

Mr. Sentner. We have some of it now, and we will have more in 
1952, and we will have the balance in 1953, that will bring it up to 
an ingot capacity of somewhere between 116 million and 118 million 
tons. 

Mr. McKinnon. How much of a capacity increase do you expect, 
an increase of 1951 over 1950? 

Mr. Foy. In capacity? : 

Mr. McKinnon. Yes; not the output now, and rated capacity, but 
increased capacity. 

Mr. Sentner. Approximately 4 million tons of ingot capacity. 
It was 104 million tons at the beginning of the year, and I would 
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think that the figures at the end of the year would show somewhere 
around 108 million. 

Mr. McKinnon. That is not very much of a step-up, with an 
average of 18 months’ lag in time to increase production, is it? 

Mr. SentNER. Well, it is quite a job to increase basic steel capacity. 
It involves all of the time-consuming jobs of building coke ovens, 
arranging for the supply of materials, and it is a 2\- or 3-year job to 
build a basic steel plant. 

Mr. McKinnon. That is just my point. If we started in 1950 to 
build up capacity, and in 1953 we expect to attain that capacity of 
about an 18 million ton step-up, which would be roughly a 16 percent 
increase, by 1952 we ee £ not expect a pro rata increase, but we 
certainly should expect an increase more than would offset falling 
back to rated capacity. Do you see what I mean? In other words, 
you say that the rated capacity is 104 million tons. 

Mr. Sentner. At the beginning of this year. It should be 108 
million at the end of the year. 

Mr. McKinnon. Because of increased capacity you expect to have 
about 108 million this year? 

Mr. Sentner. No. I think we are getting production capacity 
mixed up again, production and capacity. I said the capacity at the 
end of this year should be about 108 million. 

Mr. McKinnon. That is right. But just a moment ago I think 
Mr. Foy said that the capacity would come up to offset the surplus 
that we are getting off rated capacity. You said a moment ago that 
we had a rated capacity of 104 million tons. 

Mr. Sentner. At the beginning of this year. 

Mr. McKinnon. However, we are getting 108 million tons, and 
the expected increase in capacity is only 3 percent, which would take 
it back up to 108 million tons, based upon 100 percent rated capacity. 
Now, therefore, all you are getting in increased production or in- 
creased capacity is about a 3-percent increase. 

Mr. Sentner. I will admit that I am a little at a loss in the arith- 
metic there. 

Mr. McCue. May I make a comment, Mr. Chairman? 

Mr. McKinnon. Yes. 

Mr. McCue. The American Iron and Steel Institute, which com- 
piles the figures of capacity, and submits them on an annual basis, 
uses the rate of operation against the capacity that existed as of the 
day they issued their capacity figures. 

On January 1 the capacity was 104 million tons. Now, in the 
months to come, in the first half, they accumulate this information 
from various sources all over the country, and the rate of 102 or 103 
i is based upon the 104 million. Yet that rate actually might 
lower, it might only be 101 percent, or perhaps even 100 pércent 
of the actual al a, capacity that the mills are using. 

There is always a discrepancy between those figures, and the only 
way it can be proved out is on the very day that they use that figure, 
January 1. 

What I am saying to you is that the 102 or 102% percent operatin 
rate of capacity, while it appears to be higher than the actual shapeidel 
capacity of the industry to produce, you must realize that there is 
new capacity coming in, that is not recognized at that time, because 
the statisties are not fully complete. 
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Mr. Sentner. It is a percentage of a statistical figure, not a per- 
centage of the physical capacity at any time during the 12 months’ 
period. 

Mr. Foy. It is the percentage of the capacity that existed on 
January 1. 

Mr. McKinnon. Wait a minute now. There is a dissimilarity 
between Mr. Sentner’s statement and your statement. He says that 
the rated capacity is based upon the day that the report is issued, 
and you say that it is based upon the first of the year. 

Mr. Foy. That is when it is issued. 

Mr. McCur. That is the day the institute normally issues the 
report. 

Mr. McKinnon. They issue one report each year? 

Mr. McCue. That is right. 

Mr. Foy. This capacity figure of 104 million was from January 1, 
1950. 

Now, when you look at the weekly operating rate of the industry, 
and the percentage, it is 103 percent of that figure. It is not 103 per- 
cent of the true capacity as of today or tomorrow, so it does not 
represent quite 3 percent more than the rated capacity. 

Mr. McKinnon. Well, it all boils down to the fact that vou are 
saying that based upon 100 percent rated capacity, and the expansion 
of production facilities, we are going to even up this vear with about 
108 million tons? 

Mr. Foy. No; we did not say that. 

Mr. Sentner. We said “‘at the rate of.” 

Mr. Foy. We said that we were operating currently at the rate of 
108 million tons. That would not be the figure for the year. It is 
higher now than it was in the first part of the year. 

Mr. McKinnon. But the statement of Mr. Sentner was that you 
would have an ingot ton production of 110 million tons for 1952. 

Mr. Sentner. That is right. 

Mr. McKinnon. Which would vield about 82 million tons of 
finished steel products. 

Mr. Sentner. 84 million tons is the expected yield from 110 
million tons. 

Mr. McKinnon. All right. And in 1952 you said vou would have 
about the same production. 

Mr. Sentner. I am talking about 1952. 

Mr. McKinnon. That is your estimated figure for 1952 

Mr. Sentner. 110 million, which will convert into 84 million. 

Mr. McKinnon. Well, that is about 2 million tons more than we 
expect to get in 1951? 

Mr. Sentner. Well, I think it is more than that, because I doubt 
if we will get—our estimate would be between now and the end of the 
year that we will probably get somewhere between 80 million and 81 
million tons of product—between 80 million and 81 million tons of 
product this year. 

Mr. McKinnon. What sort of priority do you get for the expansion 
of steel facilities for your need to increase that production in this 
allocation program? Is yours a top priority? 

Mr. Sentner. No, sir. 

Mr. McKinnon. Where does it fall in the list? 

Mr. Sentner. Perhaps Mr. Foy could answer that, although that 
is a determination of DPA, as Mr. Foy mentioned before. 
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Mr. McKinnon. They must have made that determination by now. 

Mr. Sentner. It is a policy decision as to whether there should be a 
distinction— 

Mr. McKinnon. Well, that should certainly have been made by 
this time. Where do you rate on the list? 

Mr. Foy. Up until now we have had as high a priority on steel 
expansion as any other expansion. 

Mr. McKinnon. As any what? 

Mr. Foy. As high a priority on steel expansion as any other industry 
expansion. 

Mr. McKinnon. As high as the military for tanks? 

Mr. Foy. In terms of priorities, there is only one priority until you 
get into the CMP, and that is the DO’s. That is all anybody has had. 

Mr. McKinnon. Well, let’s talk about the CMP. 

Mr. Foy. In the CMP there is no distinction, so far as controlled 
materials are concerned, steel, copper and aluminum, you endeavor 
to take 100 percent and divide it equally, so that there is no question 
of priority, and you each obtain so much. 

Mr. McKinnon. Well, wait a moment. If the military moves in 
and says, “‘We want X number of tons,”’ then what is the answer? 

Mr. Foy. They get it. 

Mr. McKinnon. And if the steel industry moves in and says, ‘“‘We 
need X number of tons for plant expansion,’’ and another industry, 
like the railroad industry says, ‘‘We need X number of tons for the 
manufacture of railroad and freight cars,’’ and the other things add up, 
and then you have more steel requests, as you say you always do, 
how do you fellows figure in the lend expansion of steel in the total 
allocation of available supply? 

Mr. Foy. The requirements have been submitted, and the Require- 
ments Committee determines how much you get. 

Mir. McKinnon. I am not asking how, I am asking you what, 
what tonnage do you get? How much are you fellows chiseled down on 
expansion, in actual figures? 

Mr. Foy. There has been no determination on that at all until the 
fourth quarter distribution, which has just taken place. 

Mr. McKinnon. All right. What is that? 

Mr. Foy. That has not been entirely settled yet. 

Mr. McKinnon. Do you mean to say that we are here on August 10 
and we don’t know what we are going to do in the way of allocating 
steel for the last quarter of this year in plant capacity and expansion? 

Mr. Foy. It is just being worked out right now, the issuance of 
authorizations for the fourth quarter will be going out between now 
and the 15th of August. 

Mr. McKinnon. How can the steel industry operate on such a 
short-time notice? I mean, they cannot possibly plan their capacity 
expansion when they don’t even know, for the last quarter of this 
year they don’t know what they are going to have to expand their 
capacity. Now, how can they do an intelligent job that way? 

Mr. Foy. They will know about the end of next week. That is in 
the process of being done right now. 

Mr. McKinnon. Well, you just have slightly over a month to start 
planning on an expansion program. 

Mr. Foy. They have got it all planned, and if the allotments don’t 
support their plans, it just means that they will have to cut back. 
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Mr. McKrywon. It will mean that they will have to change their 
plans? 

Mr. Foy. That is right. 

Mr. McKinnon. Well, how can they plan that way? 

Mr. Foy. Well, we would have liked to have seen an earlier determi- 
nation, too, but there are a lot of factors involved. 

Mr. McKinnon. Does that lie—whose responsibility is that? 

Mr. Foy. DPA. 

Mr. McKinnon. Does that mean that they are not doing their job? 

Mr. Foy. I would not say that. 

Mr. McKinnon. Well, you admitted a moment ago that the steel 
industry cannot do a good job on such short-time notice. 

Mr. Foy. I don’t think I did. 

Mr. McKrnnon. Well, the inference was pretty strong. I don’t 
want to put words in your mouth. 

Mr. Senrner. The entire industry expansion program, which in- 
volves not only steel, but copper, aluminum, chemicals, rubber, and 
all military plants, of which there are quite a few, require an amount 
of steel in excess of what can be produced in the fourth quarter. I 
think the job of DPA was to try and introduce the element of time in 

these long-range expansion programs involving steel, as well as other 
things, which had to date not yet been injected into ‘the picture. 

Mr. McKrnnon. Mr. Sentner, we have been in this critical emer- 
gency period for over a year now, and here we are on dead center, prac- 
tically, of the third quarter, and certainly by now we ought to know 
what is proposed for the fourth quarter of this year. It is nearly a 
year and a half after the emergency started in Korea, yet today you 
say the plans have not been finally determined by the polic y committee 
as to how we are going to allocate steel for the necessary critical 
programs for the winter quarter of this year, the last quarter of this 
year. 

The steel industry does not know what they are going to get in the 
way of steel in order to expand plant capacity for the last 3 months 
of this year. If it is true in that case, it is also true that the rails, 
the oil, agriculture, and even the military don’t know what they have 
coming for the final quarter. 

Mr. Foy. They will get their authorization between now and the 
15th of August. 

Mr. McKinnon. I submit that you cannot do an intelligent 
programing and expansion job on such short notice. 

Mr. Foy. I agree with you that the time is late. It is necessarily 
late because you cannot start a plan like the CMP with a full lead 
time 

Mr. McKiynon. Well, we have been in this thing for 12 months 
now. 

Mr. Foy. That is correct, but no decision was made 12 months 
ago that you were going to have a controlled-materials plan. 

Mr. McKinnon. Mr. Skuce said yesterday or day before yester- 
day, that he came in and started the operation of this plan last 
September. 

Mr. Foy. He said he came in to start planning for it, and in Janu- 
ary it was, I think, not September, sir 

Mr. McKinnon. Well, I have got to go by memory, but I think 
my memory serves me correctly that he said he came to NPA in 
September of last year, and got to work on it in about December. 
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Mr. Curtis. Yes; I just read that testimony before I came over 

Mr. McKinnon. There he has been on this job, and this has been 
in the thought stage, at least, sirice last September, based upon experi- 
ence with the War Production Board during the last war. Now I 
think we all admit that our whole key to the mobilization effort 
depends upon the proper planning of the expansion of our industries, 
starting from last June or last September, and here we find ourselves 
in the third quarter of this year, halfway over, practically, and no 
announced tonnage allocations to industry or to military defense for 
the next quarter. 

The whole key to our successful military effort is based on the 
allocation and expansion of our facilities. 

Mr. Foy. Well, I don’t think it is our job, Mr. Chairman, to 
defend the planning. We were not here in those early days. I 
think you would have to talk to somebody considerably higher up 
in the picture than we are, perhaps Mr. Wilson, to find out what was 
in his thinking in those days. 

Mr. McKinnon. | realize that this thing is a little bit off your 
division, and it simmers down into the policy level, and you are not 
on the policy committee, I take it. 

Mr. Foy. I certainly have not been here since last June. In 
defense I might say that I doubt that anybody knew the scope of the 
job last June, military or otherwise. 

Mr. McKinnon. Well, they certainly came into our committee, 
the Banking and Currency Committee, and handed us a heavy bill 
of goods, and gave us a lot of tears on the situation that we were in, 
and a lot of the things that we were going to do. 

Mr. Seety-Brown. Do you mean last June or a year ago? 

Mr. Foy. I am talking about 1950. I don’t think anybody knew 
the scope of the job at that time. 

Mr. McKinnon. Yes, and that is the month that I have been 
talking about. We had our Defense Production Act last August 
signed by the President in September, and from then on the organi- 
zation started, and, of course, it is understandable how there would 
be a lot of confusion for the first few months. I don’t think anybody 
has the right to have an alibi for confusion still existing at this late 
date for the final quarter of this year on the allocation of steel, and I 
wonder if the same thing applies to aluminum and copper which I 
guess are the three basic criteria. 

Mr. Foy. That is right, sir. The decision to put the controlled- 
materials plan in, I believe, was made in March, and I would simply 
like to comment, and I am neither defending nor condemning anyone 
for this, because I don’t think that is within my province, but I would 
like to comment, however, that you cannot put in effect an intricate 
plan like the controlle d-materials plan in any short time. 

Mr. McKrnnon. I submit that since last September or December 
is not a very short time. You can get many boys overseas in that 
short a time. 

Mr. Foy. I merely said that the decision was not made until 
March, and you cannot go back to September or December. 

Mr. McKinnon. I said that he started planning when he came in. 

Mr. Foy. With no decision as to whether it would be needed or not. 

1 would like to comment that in World War LI, which started in 
December of 1941, that it was not until the second day of November 
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1942, under a full-scale war condition, that the need for a plan like 
the controlled-materials plan was recognized, and that it was author- 
ized, and that when that decision was announced on the 2d of Novem- 
ber 1942, the plan did not become operative for its first quarter, until 
the second quarter of 1943, and that that quarter was also very much 
like the one we are in today, the transition quarter, when there was 
plenty of confusion and plenty of misunderstanding of the rules and 
regulations, and they had to be thoroughly explained and thoroughly 
understood by everybody, and it must be the same now, until we get 
everything on the line operating. 

Mr. See.y-Brown. Mr. Chairman. 

Mr. McKinnon. May I finish this up? But this situation is 
entirely different than at the start of World War II. We are supposed 
to have learned a lot of lessons and had a lot of plans set in operation 
ready to go this time, from what we had before. We were told that 
if we started right in on this, that that would eliminate a lot of con- 
fusion that existed back in the early World War II days, and that 
they did not anticipate having confusion this time to such a degree as 
last time, because they had a lot of the same men available, they had 
their blueprints available, and they had their experience available, 
and there was no comparison between World War II period and this 
particular period. 

Mr. Foy. I can only comment that I think we are much further 
along this time than we were at a comparable period in World War IT. 

Mr. McKinnon. Well, I would not say that we should be very 
proud of it, if we have not allocated scarce materials for the next 
quarter yet. 

Mr. Foy. Well, you can hardly date the emergency of World War 
Il from December 1941. As I recall it, you had defense agencies for 
well over a year back in 1940, which were comparable to the things 
that started here last fall. We went into actual war conditions in 
1942, but by the time you got CMP working it was well over 2 years, 
so I think we can consider that we are quite a bit further ahead this 
time. 

Mr. McKinnon. Well, you don’t win wars, and you are not success- 
ful in them by comparing one period with another period. The only 
thing to win wars is to be more efficient. 

Mr. Foy. I| certainly agree with that. 

Mr. Seety-Brown. Do you feel that our present trouble is caused 
to a large degree by indecision at the top level? 

Mr. Foy. No, sir, I do not subscribe to that. 

Mr. See.y-Brown. | understood you to say that the fact that no 
decision could be made between September and up until last March, 
when the decision to set up CMP came about, and that that indecision 
was causing this trouble. 

Mr. Foy. I did not say that no decision was made. I said the 
decision to put the CMP plan into effect was not made until March. 

Mir. Seety-Brown. And the delay in doing that, in your opinion, 
is the reason for our present trouble? 

Mr. Foy. Oh, I think if we had attempted, if we had decided in 
November, we might have saved a month or two, but I doubt that 
the committee has any conception of the work that is required to do 
in a thing like this. Mr. Skuce is the man who ought to explain that 
to you, not I. I can carry his ball for him to this extent, that you 
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did not have, when this decision was made in March, you did not have 
a body comparable to the War Production Board, completely staffed 
with assignments completely made, you didn’t have the National 
Production Authority as it existed at that time because it was a 
relatively new body which was built up from scratch, and you just 
did not have exact determinations even on all the products involved 
in this effort. 

There is a tremendous list of products. They have to be assigned 
to semebedy to handle. You have to get somebody to handle them 
after you have assigned them. You cannot do all those things over- 
night. But until you had a precise list of products assignments, it 
would have been very foolish to attempt to put something like this 
into effect until you had a precise list of product assignments, and a 
competent body of people to handle the product assignments. You 
would have been in a lot worse mess if you tried to start it earlier. 

Mr. Seety-Brown. Well, drawing on my memory, it certainly 
was my hope that in the interim between World War II and the next 
emergency that we would set up in the Government agencies or top 
level a planning board to blueprint exactly what we would do, come 
the next war. If Il remember, that was one of the great arguments 
used, when we had the unification bill, that this time we are really 
going to be ready. We have set up the blueprints, and we are going 
to be ready, come the first attack, the entire program will be in effect. 
It was my hope that that would be so, and I supported that program. 
I am not being critical of you gentlemen. 

Then it came to me as sort of a shock to find out that the blue- 
prints had probably been put on file or lost or they were revised, and 
you had to start all over again. 

Mr. Foy. Well, you are way above my level on that question. 

Mr. McCue. | think it would be proper to comment that such 
blueprints did exist through the instrumentality of the National 
Security Resources Board. I think that they contributed extensively 
to the formation of the DPA, and I think that we used, to a large 
extent, their findings in the initial planning stage of this operation, 
which was last summer a year ago. 

Mr. Curtis. Yes, that was the Board where we did not even have a 
chairman for some 12 or 18 months. 

Mr. McCue. I agree with you, for a long period of time they were 
inactive, but in the first 6 months 

Mr. Curtis. In fact, it was not until May that Stuart Symington 
was appointed. They had attempted to put Mon Wallgren in there. 

Mr. McCue. In the first half of 1950 they got together and re- 
activated the organization, and did do a considerable amount of 
planning as to the defense agency set-up in the event of an emergency. 

Mr. McKinnon. What is going to happen now for the first quarter 
of 1952, are you going to take until September, when they will be 
able to allocate materials? 

Mr. Foy. No. I think I should point out that vou have certain 
lead times under a plan like CMP, and vou require rather lengthy 
lead times to go through all the processes of submitting requirements 
and making determinations, and then following them out. 

The plan for the third quarter started about, as I recall it, 2 months 
behind that necessary lead time. The determination for the fourth 
quarter is at least a month late because of the time involved, and the 
need to accumulate the information. 
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The first-quarter determinations, I believe, will be made on sched- 
ule, will they not, Herb? 

Mr. Jounson. If not, it will be very close to it. 

Mr. McKinnon. What does the schedule call for? 

Mr. Foy. The first week in October, the schedule would call for 
the program determinations to be made the first week in October, for 
the first quarter. 

Now, you have been a month, you are a month behind that schedule 
now for the fourth quarter, and you were 2 months behind for the 
third quarter. 

Mr. Seety-Brown. In other words, you are getting over the hump, 
and once this third quarter is by, you will be in pretty good condition? 

Mr. Foy. Yes, sir, 1 think so. The fourth quarter, I believe, will 
prove to be not as badly mixed up as the third quarter was by any 
means. 

Mr. See.y-Brown. And you say that the third quarter is bad 
because of the transition to another. 

Mr. Foy. It is a combination of DO tickets, directives, CMP 
tickets, and everything else, and perhaps a rather widespread mis- 
understanding on the part of industry as to what the rules and 
regulations are. 

In a case like that everybody down the line either has to adhere to 
the rules or you don’t get the results you want. 

Now, if industry has not understood, and I am sure that is true in 
some cases, because to some extent a process of education is necessary, 
and if they have not understood, they should have canceled certain 
orders in the third quarter, and should not have duplicated certain 
orders, and all of that tends to mix it up. 

Mr. McKinnon. I cannot very well blame industry for being 
mixed up, when the policy board of NPA has not been able to 
straighten out their thinking. 

Mr. Foy. NPA? 

Mr. McKinnon. Yes. 

Mr. Foy. Well, I do not subscribe to the fact that they have not 
straightened out their thinking. 

Mr. McKinnon. Well, a moment ago you agreed that it was a bad 
job so far. 

Mr. Foy. I don’t think I did. 

Mr. McKinnon. Let me go back for a moment to a basic point, 
and that is that each of the claimant agencies are arranging their plans 
for materials like steel, and the industries go in to these claimant 
agents and ask for a certain number of tons of steel, and that claimant 
agency whittles them down as much as they think it is safe to do, and 
let’s say the steel-expansion program goes to a claimant agency to 
get a number of tons of steel for the expansion of steel plants, and 
they are whittled down, let’s say, 20 percent, taking a figure out 
of the blue. 

Meantime the railroad industry goes into another claimant agency, 
and they ask for a certain amount of steel, and let’s say they are 
whittled down 10 percent. 

Now, those claimant agencies go up through the various stages to 
the policy board, and one has been whittled down 20 percent, and 
one 10 percent, and let’s say the policy board says, ‘‘Well, steel expan- 
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sion is more important right at the moment than additional freight 
cars.” 

So they give the steel expansion the priority. 

Now, you wind up with one group going in and getting 90 percent 
of what they ask for from top priority, and at the same time the rail- 
road industry getting 80 percent of what they ask for, but you end 
up with the same amount of percentage cut on what each industry 
asks for. 

Now, when you have got two stages of whittling down, how are 
you going to be sure which is right? 

Mr. Foy. The policy determination— 

Mr. McKinnon. Will you let me finish, please, Mr. Foy. 

Mr. Foy. Excuse me. 

Mr. McKinnon. How are you going to be sure that the endeavor 
that gets top priority is going to get the steel they need, as compared 
with, say, the second or third group determinations? 

Mr. Foy. Well, the policy determinations of that nature are made 
at the Requirements Committee level. They are the ones who say 
whether you do with less freight cars and more aluminum or more 
steel expansion. 

Mr. McKinnon. You mean in your own division that you are 
making the determination between the railroad industry and the 
steel plants? 

Mr. Foy. No. I say we are not. I say the policy determination 
is made by the DPA Requirements Committee. These questions are 
settled there by the top requirements committee, which is a body 
composed of all the agencies. 

Mr. McKinnon. And the policy committee of NPA has nothing 
to say, or relatively little to say, as to where industry is going to get 
top priority, or to which industry is going to get top priority. 

Mr. Foy. That is correct. That is correct. They are subject to 
determinations made by the Requirements Committee of the Defense 
Production Administration. 

Mr. McKinnon. Who composes that committee? 

Mr. Foy. All of the claimant agencies, with NPA as one claimant 
agent. 

Mr. McKinnon. How many claimant agencies are there? 

Mr. Foy. 22 or 13, I think. 

Mr. McKinnon. And what is the typical run-down? 

Mr. Foy. Agriculture, Interior, military, we have got a list of them, 
Atomic Energy Commission, Veterans’ Administration 

Mr. McKinnon. Mr. Wilson doesn’t figure in that determination 
at all? 

Mr. Foy. Only so far as the Defense Production Administration 
staff might consult him on policy. He does not, to my knowledge, 
sit in on those committee meetings, but I have no doubt that he is 
frequently consulted on over-all policy; he must be. 

Mr. McKinnon. Does Mr. Wilson have a steel policy committee 
of his own? 

Mr. Foy. Not to my knowledge, sir. 

Mr. McKinnon. Do you know anything about that, Mr. Dalmas? 

Mr. Dawmas. I know that Mr. Wilson has a steel committee, but 
{ don’t know whether it is a policy committee. 
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Mr. Foy. Oh, yes, he had a steel investigating committee. He 
appointed Mr. Hyland Batchelor at the head of a committee and 
asked him to make an independent survey of the steel situation and 
render a report, which I understand he has done. 

Mr. McKinnon. It is now 12 o’clock, and- we have got a floor 
action coming up right away. Now, I want to apologize to you. 
| understand that you wanted to get away at 11, and we have kept 
you until 12. We appreciate your cooperation, and we appreciate 
the cooperation of the other gentlemen. 

Now, this committee is willing to meet for a couple of hours 
tomorrow morning, if we can have you men back, but we don’t know 
what your plans are. 

Mr. Foy. I would like to be excused, if I might. I have got to 
take a plane to Cleveland, which is why I wanted to get away early. 

Mr. McKinnon. Well, we cannot very well run a backfield with 
three men 

Well, we will adjourn this meeting until Monday at 10 o'clock, 
and if you have any more figures on the steel proposition, we would 
appreciate them. 

(Whereupon, at 12 noon, the committee adjourned to reconvene 
on Monday, August 13, 1951, at 10 a. m.) 











PROBLEMS OF SMALL BUSINESS UNDER THE 
CONTROLLED MATERIALS PLAN 


MONDAY, AUGUST 13, 1951 


House oF REPRESENTATIVES, 
SuBCOMMITTEE No. 3 OF THE SELECT COMMITTEE 
To Conpuct a Strupy AND INVESTIGATION 
OF THE PROBLEMS OF SMALL BuSINEss, 
VW ashington, Dp. C 

The subcommittee met, pursuant te adjournment, at 10 a. m., in 
room 1310, New House Office Building, Washington, D. C., Hon. 
Horace Seely-Brown, Jr., presiding. 

Present: Representatives Seely-Brown (presiding), R. Walter 
Riehlman, and Thomas B. Curtis. 

Also present: Victor P. Dalmas, executive director, Arthur F. Lucas, 
Duncan Clark, and Jeremiah T. Riley, of the staff. 

Mr. Seety-Brown. The committee will be in order. 

Will you four gentlemen please take the stand again. 


FURTHER STATEMENT OF NORMAN W. FOY, ASSISTANT ADMIN- 
ISTRATOR, METALS AND MINERALS BUREAU, NATIONAL 
PRODUCTION AUTHORITY; RICHARD F. SENTNER, DIRECTOR, 
IRON AND STEEL DIVISION, NATIONAL PRODUCTION AU- 
THORITY; FRANK McCUE, SPECIAL ASSISTANT TO THE DIREC- 
TOR OF THE IRON AND STEEL DIVISION, NATIONAL PRO- 
DUCTION AUTHORITY; AND HERBERT JOHNSON, CHAIRMAN, 
REQUIREMENTS COMMITTEE, IRON AND STEEL DIVISION, 
NATIONAL PRODUCTION AUTHORITY—Resumed 


Mr. Seety-Brown. Mr. Foy, it is my understanding from the 
testimony given by you and your group within the last 3 days that 
all requests for allotments of steel from claimant agencies and divisions 
are tabulated by the Lron and Steel Division Requirements Committee, 
under the chairmanship of Mr. Johnson? 

Mr. Foy. That is correct, sir. 

Mr. Seery-Brown. And I understand this screening process is 
necessary in order to enable you to advise the final allocating authority 
on the total tonnages of steel requested by the various claimants, and 
the estimated tonnages available of the various types of steel for any 
given period? 

Mr. Foy. That is correct, sir. 

Mr. Srety-Brown. Therefore your bureau, in its Iron and Steel 
Division, has a comprehensive knowledge of the requests of the 
claimant agencies and divisions? 
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Mr. Foy. Yes, sir. 

Mr. Seety-Brown. And, for example, you have the knowledge as 
to the requests of the NPA Facilities Bureau for steel-, aluminum-, 
and copper-expansion programs? 

Mr. Foy. To the extent that the figures are available and submitted ; 
yes, sir. 

Mr. Seery-Brown. Well, in this connection, how much tonnage 
was requested for the fourth quarter to carry on the steel-expansion 
program and to keep it on schedule? 

Mr. Foy. I think the figures were very vague, due to a lack of 
information, and I will ask Mr. Johnson to answer that. 

Will you do that, Herb? 

Mr. Seety-Brown. Yes. Just how much tonnage was requested 
for the fourth quarter to carry on the steel-expansion program, and to 
keep it on schedule? 

Mr. Jonnson. 377,000 tons of carbon steel. 

Mr. Seety-Brown. 377,000 tons? 

Mr. Jounson. That is correct. 

Mr. Seety-Brown. Of carbon steel? 

Mr. Jounson. That is correct. 

Mr. Curtis. Is that the only kind of steel? 

Mr. Jonnson. And in addition to that there were 5,770 tons of 
alloy steel. That was the total steel requested. 

Mr. Seety-Brown. Now, the tonnage requested for the steel- 
expansion program for the fourth quarter, of that how much is pro- 
posed to be allotted for the steel-expansion program in the fourth 
quarter? 

Mr. Jounson. In carbon steel the total allocation is 217,463 tons. 

Mr. Seety-Brown. Well, will that allotment cut severely, or it 
will have the effect, rather, of throwing the completion dates of pro- 
duction capacity now being built behind schedule? 

Mr. Jounson. Well, I cannot give you a categorical answer to that. 
I think a great deal depends not only on the scheduling as respects the 
receipt of steel required, but also many of the other ancillary facilities 
that have to go with it. I cannot for myself answer as to whether this 
will cause a substantial delay or not. 

Mr. See.y-Brown. But do you think it might cause a substantial 
delay? 

Mr. Jounson. Well, the thing that I was speaking about, the things 
that are important in the completion of a steel-expansion program are 
such things as electrical machinery, rolling-mill machinery, and a 
great many of the other things which have to go in in addition to the 
structures of the plants themselves, and I do not know whether the 
schedules on those things are such that this will cause any real delay 
in the schedule of the completions or not. 

Mr. Curtis. Mr. Chairman. 

Mr. Seety-Brown. Mr. Curtis. 

Mr. Curtis. Who does know that; anybody? 

Mr. Sentner. The scheduling of the entire steel-expansion program 
is being developed through the Iron and Steel Division, as well as 
Mr. Creedon’s office. He is the Assistant Administrator in charge of 
the Facilities Branch. 

Mr. Curtis. Who is that? 

Mr. Sentner. Mr. Creedon. The entire steel-expansion program 


involves a period of time of approximately from 3 to 3% years. The 














SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 83 


allocation that was made by the Requirements Committee, and which 
is now being distributed to the various companies involved in the 
steel-expansion program, will require a revision of the target dates that 
were originally aimed at, without there being any completed scheduling 
of the entire program. 

It is quite a job to lay 18 million tons of expansion out on one piece 
of paper and see that first things come first. 

A blast furnace, without coke ovens, is no good. The coke ovens 
must be there before the blast furnaces can operate. An open hearth 
is no good without a blast furnace, and rolling-mill facilities are of no 
benefit to us in doing our job down here unless the basic steel can be 
melted. 

So this bill will be allocated in such a way as to obtain the maxi- 
mum results in the form of an increase of steel production. 

Now, what the loss of time im the over-all will be with a target 
date of, say, July 1953, I do not feel qualified to state. I would not 
consider that it would be a very serious delay in the long run. 

Mr. Seety-Brown. Of course, it is the very key, possibly, to our 
entire mobilization program, from the point of view of steel, is it not? 

Mr. Sentner. Yes, sir, and I believe that Mr. Anshen, who, I 
understand, is going to testify tomorrow, will be in a better position 
to discuss the other considerations that I am sure are in his mind, 
whereas we have detailed knowledge only of the steel-expansion pro- 
gram itself. There are the aluminums, the chemicals, the rubbers, 
and the many war plants, all of which were established up against a 
known limited supply of those structural shapes. 

Now, the reasoning behind the allocation of certain tonnages of 
steel to the steel-expansion program, and the comparable reasoning 
behind the aluminum, chemical, and all other phases of the industry- 
expansion program, I believe Mr. Anshen can answer that better 
than we. 

Mr. Curtis. Now, do you know who sat down and decided that of 
the requirements of 377,000 tons for the last quarter, do you know 
who made the decisions as to that? 

Mr. Sentner. The Requirements Committee of the DPA. 

Mr. Curtis. Yes, but weren’t you people in on that consultation 
at all? 

Mr. SentNer. We were in on it at Mr. Johnson’s level, and we 
made a recommendation based on the information that was then 
available. And I qualify that, those words “then available,” be- 
cause the detailed requirements of this steel-expansion program have 
been coming in daily for the past several months, and they have been 
changing every time we recap. 

Mr. Curtis. But your basic figure, the figure you gave—who is 
the claimant agency, incidentally, in this case? 

Mr. Sentner. The Facilities Bureau. 

Mr. Curtis. Now, then, in setting up your figure of 377,000 tons 
required, you all had something to do with preparing that figure, 
didn’t you? 

Mr. Sentner. Yes, we did. I don’t know that it was 377,000 at 
that time, was it Herb? 

Mr. Jounson. I don’t believe that it was. I think that the figure 
as of the date when the division requirements dealt with it was some- 
thing less than 377,000. 
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Mr. Curtis. Here is what I don’t understand, why you people are 
not in a position to tell us what effect cutting it back to 217,000 is 
going to have? 

Mr. Foy. Maybe I could help in clearing that up, Mr. Curtis. 

Mr. Curtis. Yes, if you will, please. 

Mr. Foy. There has been, up until very recently, no detailed 
knowledge of what this entire construction program entails. The 
steel industry went to work on expansion. Now, we know what 
amounts were allowed for tax amortization in dollars, millions of 
dollars, but no bills of materials have been developed on that until 
just very recently. They could not be, because they are just in the 
process of the formation of these plants. There has been no detailed 
positive table of completion dates assembled. All we had were the 
target dates that these companies were aiming at, and what confliction 
they would run into down the line in the things that Mr. Johnson 
spoke of, such as heavy electrical equipment, on which there is a 
very definite limitation in production in this country, and only a few 
people make it, as you know. 

Mr. Curtis. Well, let me ask you, is there a reluctance upon the 
part of the steel companies to go ahead with this expansion? 

Mr. Foy. No. 

Mr. Sentner. No. 

Mr. Foy. Not in the slightest, but what I am trying to say is that 
each individual company had its own program and own target dates, 
and only recently have we been able to boil that down into any kind 
of figures at all. For another thing, the construction phases of CMP 
were es last instructions to get out, and they went out when, Herb? 

Mr. Jounson. Within the last month, I believe. 

Mr. Foy. Within the last month, the final instructions on how to 
submit requirements on construction. 

Mr. Curtis. If you will pardon me, the CMP should not have 
anything to do with the planning for expansion. I mean, the actual 
plans which they are making and what the requirements will be; their 
schedule would be effected if they did not get full requirements, 
because CMP is the final authority to give it to them. I am talking 
about the planning. It looks as though the planning still is not done 
at this very minute. 

Mr. Sentrner. | think the answer is that it is a fact that the steel 
industry started its expansion program on an individual basis. 

Mr. Foy. That is right. 

Mr. Sentner. Each company establishing its own budget of ex- 
penditures and its own target dates, and the aluminum industry did 
the same thing. 

Mr. Curtis. When would you say that began, how long ago? 

Mr. Senrner. It began in 1950, I would say about the middle of 
1950. I would say, without being able to mention the specific com- 
panies, that a good portion of the total expansion of the steel industry 
was begun in its thinking stage in its appropriation of money and 
preliminary engineering in the summer of 1950. 

Mr. Seety-Brown. When did it come under control? 

Mr. Sentner. Actually under control? 

Mr. Seery-Brown. Yes. 

Mr. Sentner. In about—it is pretty hard to pin point that, but I 
would say just right now. 
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Mr. Foy. That is right. 

Mr. SentNer. We have been trying to help the various industrial- 
expansion programs get their steel and complete their projects just 
as soon as possible. The pressure came from the people, the con- 
tractors, the fabricators, and the owners and all fields of industrial 
expansion, and the struggle then was to try and get the entire struc- 
tural steel requirements laid out to know exactly which of the jet 
engine plants were under way, the precise and necessary time sched- 
ules in order to get a finished job, and not just half a job. 

Those things are all beginning to be laid out now, and the factor of 
time must be put into it, weighing the essentiality of the result that 
is to be obtained from the use of the material. Now, that essentiality 
is a determination of the Requirements Committee. 

Mr. Curtis. Has any progress at all been made toward expansion, 
so far as any plants are concerned? 

Mr. SentNer. Of steel? 

Mr. Curtis. Yes. 

Mr. SentNer. Oh, yes, considerable. 

Mr. Curtis. It is a continuing program, and this is simply fitting 
into that, is that correct? 

Mr. Sentner. That is correct. 

Mr. Seety-Brown. Could you explain a little about that plant- 
expansion program, sir? 

Mr. Sentner. Well, in our thinking we break the plant expansion, 
which involves approximately 18 million tons of capacity from 
January 1, 1950, taking the first of the year figure, which is historically 
the basis of reporting capacity, the present known positive expansion 
program indicates that by the middle or the latter part of 1953 there 
will be 118 million tons of capacity. 

In my opening statement I refer to a date of July 1 and I said it 
would be from 116 million to 118 million. 

It is with this very knowledge that we qualified the 118 million by 
July 1 and said from 116 million to 118 million. 

he precise delay caused by this fourth-quarter allocation we really 
don’t know because there is every reason to expect that in subsequent 
quarters you can make a contribution which will perhaps over the 
long pull compensate for any temporary loss in this quarter. 

Mr. Curtis. How much expansion has there been of this 18 million 
since July 1950 and July 1951? 

Mr. Sentner. I can only give you our estimate; since we discussed 
this thing on Friday, I have checked it with our staff, and on January 
of 1950 there was a capacity of 100 million tons, these are ingot tons, 
and on January 1951 there were 104 million ingot tons. We project 
that by January 1, 1952, there will be between 108 million and 110 
million ingots of capacity. In January of 1953, from 112 million to 
113 million ingot tons, and by July of 1953, 116 million to 118 million 
tons. 

Mr. Seety-Brown. Well, as you planned for your expansion, did 
you discuss the question as to the areas in which you anticipated 
1aving that expansion take place? Is it going to be in the building 
up of existing facilities or in the development of new facilities, or 
both? 

Mr. Sentner. They were both. We have talked only in terms of 
the most fundamental aspects of the whole expansion program, and 
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that is more steel in its basic form, more metal. Not a rolling facility 
that can take a piece of steel now being rolled in one shape and ro!l 
it in another. That is necessary in order to take care of the new 
programs as they come up. But fundamentally to take care of all 
steel needs the only thing that would do it is more melting capacity. 

So, we, in our calculations, have started all of our thinking in terms 
of capacity to produce more ‘ingot. These figures that I have recited 
are capacity figures to produce more ingots. 

Now, with that as a guide, our maximum interest in individual 
products are those projects which will give us the ingots at the earliest 
possible date. 

Mr. Seety-Brown. In other words, the construction of the new 
furnaces? 

Mr. Sentner. That is right, blast furnaces, coke ovens, open 
hearths, electrical furnaces—no—because electric furnaces in the 
main melt scrap, and scrap does not constitute any new metals coming 
into the supply picture. It is sort of touch and go, and we would say 
that an electric furnace did not contemplate the potential development 
of new metallic supply. 

Mr. Seety-Brown. In other words, you say the first problem to 
solve is to increase the number of furnaces? 

Mr. Sentner. That is right. 

Mr. See.y-Brown. If that is the most important primary problem, 
where is that expansion taking place, in the existing facilities, just 
building new furnaces, or are you building new furnaces in new areas? 

Mr. Sentner. They are both, but Mr. Creedon can present such 
detailed information as you require on that subject. It is mostly— 
the 18 million tons is largely new capacity. Now, it may be at the 
same location or within the same plant gates of some of the other 
plants. There are brand-pew plants, like the Morrisville plant of 
the United States Steel Co., and there is the Lone Star Steel, which 
will be brand new, and which will have its own blast furnaces, and 
will take ore and refine it and put new metal into the picture. 

Mr. Seety-Brown. Will they do any rolling? 

Mr. Sentner. Yes, but we first want to see them melt the steel 
and assuming there would be any delay in any one of the finishing 
facilities until it was finished, you could ship it someplace else to have 
it rolled. There is more rolling capacity than there is melting 
capacity. 

For instance, today we would like to have more structural, so we 
would not have to delay any part of the industrial expansion program. 

Mr. Seety-Brown. Well, as you increase your furnace capacity, or 
if you increase the number of furnaces, will you need also at the same 
time to increase the number of plants in processing? 

Mr. Foy. Yes. 

Mr. Sentner. Yes. It is wholly impractical to expect a man to 
spend his own money to go into the business of just melting steel and 
then shipping it to somebody else to roll for him. 

The whole idea of the operation of an integrated steel plant is to 
so equip yourself that you can take your basic steel, as — melt it, 
and channel it out into the market place. 

If a man warts to buy it in the form of plates, because that is in 
demand at the moment, you will sell him the plates. 
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Mr. Segety-Brown. Would you care to comment on the dispersals 

of those particular plants? In other words, have they anticipated 
building some of these new plants in new geographical areas? I mean, 
areas where they do not have existing plants? 
#@ Mr. SentNeER. I mentioned two that are on the way, one in Texas, 
the Lone Star Steel, and the one over in New Jersey, or, well, it is in 
Pennsylvania on the Jersey border at Morrisville, both of which are 
integrated steel plants. 

Mr. Curtis. Now, of that 377,000 tons for the fourth quarter, how 
much of that, do you know, is for this increased ingot capacity as 
opposed to rolling and structural capacity? 

Mr. Foy. I don’t believe you have that. 

Mr. Sentner. I have it in terms of steel, but I think the best 
answer that we can give is that the proposed use of the reduced allo- 
cation will not delay any of the basic melting facilities. 

Mr. Curtis. That is what I was getting at. You will fill up your 
requirements for your melting capacity first? 

Mr. Senter. It is a little more qualified than that. 

Mr. Foy. It would not delay any blast furnace or any open hearth 
that was contemplated and scheduled for completion by July 1, 1952. 
It will be so distributed that those open-hearth furnaces and blast 
furnaces are scheduled to come in, and they are already under way, by 
July 1, 1952, will not be delayed. If anything is delayed it will have 
to be the ones that have not yet been started that will come in in 1952. 

Mr. Curtis. That is the reason I noticed July 1, 1952, to January 1, 
1953, there is only an increase of from 8 to 10, or 10 to 12, or 12 to 13, 
is that right? 

Mr. Foy. This will not delay; this will not alter the schedule at all, 
because the ones coming in by the middle of 1952 were not delayed. 

Mr. Sentner. This is the schedule predicated on the fourth-quarter 
allocation of steel, the figures I read to you. Now, we must have some 
leeway, and when we say the 11 or 12, or 12 to 13, in most of these 
facilities it takes a long time to get the operation going. You can 
build a blast furnace, but it could well be delayed by the construction 
of the coke oven. To give one little illustration, after a coke oven is 
finally built and all of the refractories are installed, the warming-up 
period before they ever do anything, just so they don’t ruin these 
expensive and elaborate refractories that are put into the coke ovens, 
and a coke oven is expected to operate for, say, 20 years without ever 
shutting down, the starting is extremely ticklish, an extremely ticklish 
thing, and depending upon the judgment of the man who will operate 
it he may decide that it will take 4 months, or he may decide it will 
take 6 months, and it will keep that up to a point where once he starts 
to make coke it is going to be going for 25 years. That is a skillful 
operation, and we are not skillful enough to project the actual output 
of ingots on anything as complicated as that. 

Mr. Srety-Brown. Mr. Dalmas, I believe you had a question at 
that point. 

Mr. Daumas. Yes. Mr. Sentner, in Steel magazine for April 23 
there is an article about electrical furnaces, new and improved facilities, 
and it states at the top of the table here that additional annual 
capacity of 13,227,000 tons; capacity January 1, 1951, 104,229,650; 
and probable capacity January 1, 1953, 117,544,650. 
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Now, it is my understanding that it requires approximately 300,000 
tons of steel to develop 1,000,000 tons annual capacity at your blast 
furnace and open hearth and so on; and, if you reach down into the 
fourth quarter and succeeding quarters and cut your flow of steel to 
around 200,000 tons for the new steel-making capacity, how in the 
world is that 13,000,000 tons going to be built by January 1, 1953, 
or even January 1, 1955? 

Mr. Sentner. Well, in the first place, we do not underwrite the 
estimates of the Lron and Steel Institute. 

Mr. Damas. Well, this is in Steel magazine. 

Mr. SentNner. Well, I don’t know whether that is from the industry 
or whether it is a quote from the institute, but I do not believe they 
have the detailed information on the over-all industrial problem that 
the agency has. ; 

In those figures they show there may well be target dates accumu- 
lated—those figures may be from information accumulated from the 
individual steel companies to whom they talk and they say, “We 
can have our plant ready by thus and thus time and date.” 

Mr. Daumas. Where does the aluminum program, the copper pro- 
gram, and the steel program rank, anyhow? Of course, No. 1 would 
e direct military, atomic energy, and so on, but does this rank behind 
the freight-car program or the educational program? Just where 
does it fit into the picture? 

Mr. Foy. I think that is the kind of question that you ought to 
ask Mr. Anshen, not us. We don’t know. 

Mr. Daumas. Well, you fellows advise Mr. Anshen on these 
matters; don’t you? 

Mr. Sentner. Only on steel. 

Mr. Seevy-Brown. Well, where does steel rate? Where did you 
put the steel program in that calculation? 

Mr. Sentner. We don’t make the determination of putting it any 
place. 

Mr. Sre.y-Brown. Weill, where do you recommend it go; or don’t 
you? 

Mr. Sentner. We don’t. 

Mr. Seety-Brown. You do not? 

Mr. Sentner. No. 

Mr. Daumas. Do you have an opinion? 

Mr. Foy. Not without all the facts. We could not have an opinion 
without all the facts available to the people making those decisions. 
I don’t see how we could have. 

Mr. See.y-Brown. I would like to discuss another phase of the 
program. Now, I think probably all of us read the August 6 issue 
of Time magazine, where they describe some problems of controlled- 
materials-plan steel allocation, and among one of the statements 
there it was said “the ‘defense-supporting program’ is a misleading 
term loosely defined by the Government.” Now, that is a direct 
quote from the article which appeared, and I was wondering if you 
could explain the determining factors which are used in setting up a 
“‘defense-supporting program.”’ 

Mr. Sentner. Well, I can make one comment there. Under the 
controlled-materials plan the determination of “defense supporting” 
is relatively unnecessary. You don’t tag it as being “defense sup- 
porting”’ or “nondefense supporting.”’ oS simple handle it on a 
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quantitative basis, rather than on a priority basis, and presumably 
the Requirements Committee reflects its priority thinking in terms 
of the quantitative judgment that it uses. 

If you give the military all they want and you give somebody else 
less than what they want, I would say that on a quantitative basis 
you have placed military in top priority. 

' Mr. Seety-Brown. In other words, there is no real meaning to 
the term or phrase ‘‘defense-supporting program’’? 

Mr. SentNerR. No. Under the priority system there was, because 
the justification for giving the priority was because it was defense 
supporting, as in the case of farm machinery and freight cars, and 
they were given a specific rating when other things were not. 

But under the controlled-materials plan you either have allotments 
or you do not have allotments. 

Mr. Curtis. Well, in reference to developments last Friday, on 
this actual allocation under your controlled-materials plan of August 
15, which I believe was the date you thought that we would have 
these various allocations determined, and in calling your office we 
find that there is an indication that that date apparently is not going 
to be met. I wonder if you would express a view on that. 

Mr. Sentner. Did you say “August 15’’? 

Mr. Curtis. Yes. 

Mr. Sentner. Well, if I recall correctly your discussion, I believe 
August 15 was the date at which time the allotments to the various 
users were to be mailed out and distributed. That was according 
to our discussion. The program determinations have been made and 
they were made July 15. 

Mr. Foy. No; they were made about July 25 or July 26. 

Mr. Sentner. Yes; that is right. Excuse me. 

Mr. Curtis. Well, let me give you a specific example, because it 
just so happens that | got a call on this Saturday: 

There is a little high school back in my district, the Melville High 
School, that needs 35 tons, and they have their allocation. They 
want to have the building built by January 1, 1952, and that must be 
done in order for them to be able to take care of the students, but they 
are completely bogged down. My office has called the NPA to find 
out what the situation is going to be, and when they can get any 
determination, and we could get nowhere. 

I might say unfortunately that that is typical of not only high 
schools but business places and everyone else. 

We are talking about the last quarter. And, incidentally, I would 
like, in discussing that whole thing, again to bring up the subject on 
the authority to commence construction, which enters into the picture 
there. Now, what is going to happen to that? Are you going to 
extend the deadline on those items? Is everything going to be stopped, 
in other words, until this allocation is actually made? 

I mean, from a practical standpoint. It seems to me that you have 
gotten everybody into a terrible situation; I don’t mean you people, 
but I mean that the program has. 

Mr. Sentner. Well, to answer your question, this must properly 
be made by the Facilities Bureau, whose reponsibility it is to wrestle 
with this problem of construction. 

But, with respect to educational institutions and religious institutions, 
that is one of the problems that presents itself to the Requirements 
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Committee. There are those things that they must consider, and’ 
they do make an allocation to GSA; is that true? 

Mr. Jounson. Yes. 

Mr. See.ty-Brown. Who is the claimant agency in the case of an 
educational institution? 

Mr. Foy. On an item like this school the allotment would be made 
by the Facilities and Construction Bureau of NPA, if I am not 
mistaken. 

Mr. McCue. That is correct. 

Mr. Foy. They have an allotment of steel given by the Require- 
ments Committee to commercial structures, educational structures, 
and things of that sort. Now, I think they are just in the process 
right now of distributing that. 

Mr. Sentner. There is a delegation of authority. 

Mr. Foy. On schools? 

Mr. Sentner. Yes, educational institutions. 

Mr. Foy. Is there? 

Mr. Sentner. Yes. 

Mr. See.y-Brown. Is the FSA the claimant agency in that 
instance? 

Mr. SentTNER. Yes. 

Mr. Curtis. But the point I am getting at is this: That, even if 
they don’t get their steel, if they end up by not getting an allocation, 
or if they end up getting an allocation, the fact is that the decision is 
being held up, and from what I understand it is being held up at least 
from the August 15 date, and you are not going to have the infor- 
mation by then, and it is a question of whether they will even have it 
by September 1. 

Mr. Foy. I think that Mr. Creedon of the Facilities and Con- 
struction Bureau would have to answer your question on when they 
would get it. He is struggling with that right now, I happen to know. 
He has an over-all tonnage, but how it is to be distributed is one of his 
problems. 

Mr. Curtis. I think you people should be very much concerned, 
too, about just when this actually will be accomplished. 

Mr. Foy. We are. We are concerned with it, and when it is ac- 
complished it will be our job to see that the allotments are honored, 
but we have nothing to do with making them, nothing at all. 

Mr. Curtts. Incidentally, a problem that I find in trying to 
wrestle with these things for various people back home, and other 
businessmen who come down here, is just that: that we cannot seem 
to pin down who is going to go ahead on this and who is going to make 
it their responsibility. 

Now, I can see where that might not be your particular responsi- 
bility, but I should think that you people should be exerting pressure 
on the people who do make the decisions, because your whole program 
itself would fall down if you don’t go ahead, for example, on your in- 
creased steel production, and if they don’t actually get these figures 
out everybody is stymied. 

Incidentally, on that specific item, too, how about the authority 
for commencing construction? Will deadlines be extended on that? 

Mr. Foy. I could not answer that, sir. That is again a question 
for the Facilities and Construction Bureau. 
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Mr. Seety-Brown. If I recall your testimony of August 9 cor- 
rectly, I believe, Mr. Foy, you stated that the consumers of small 
quantities of controlled materials could obtain authorizations directly 
from the NPA field offices. 

Mr. Foy. That is right, up to certain limits. 

Mr. Seety-Brown. And you also stated that the field offices have 
been authorized to allocate on the spot up to 100 percent of the 
amount of a small application. 

Mr. Foy. That is right. 

Mr. Seety-Brown. I wonder if you could give us some additional 
information on this procedure, particularly since your advice will be 
of assistance to many of the small firms? In other words, what is a 
small quantity? 

Mr. Foy. Does anybody have that regulation here? 

Mr. McCue. In the area it is defined as 100 tons per quarter. 

Mr. Foy. Of carbon steel. It is 100 tons a quarter. That is 
right. 

Mr. McCue. There is no application at all made on these con- 
sumers who take up to 5 tons of steel a quarter. They can certify 
the order without referral to anybody—field office or anyone. 

Mr. Curtis. What if you have a specification with a high school 
on a construction program and only need 35 tons just once. 

Mr. McCue. Well, they could get up to 25 tons, but unfortunately 
that is just across the line by 10 tons. They can get 25 tons in one 
quarter. 

Mr. Curtis. And they would have to wait for the next quarter 
for the next 10 tons. 

Mr. Foy. That is right. 

Mr. Seety-Brown. Are the figures of 100 tons for carbon steel, 5 
tons of alloy steel, and 500 pounds of stainless steel, and 4,000 pounds 
of copper, and 1,000 pounds of aluminum, still the correct figures? 

Mr. Foy. Those are the figures on which allotments are issued by 
the regional offices. 

Mr. See _y-Brown. Could you state what is meant by the term 
“100 percent of the amount’? One hundred percent of what?— 
Amount requested or amount used in some base period? 

Mr. Foy. That is 100 percent of the amount requested, providing 
it is not more than a 20-percent increase over the allotment they had 
in the previous quarter. 

In other words, if a man got 60 tons in the previous quarter, and 
he comes in for 72 tons, he is automatically given 100 percent of his 
request. If his request exceeds 20 percent more than he got in the 
previous quarter, then it is sent down here for scrutiny; isn’t that it? 

Mr. McCue. That is right. 

Mr. Seeity-Brown. Well, now, the field office is authorized to 
grant these allotments. Does that mean that the field office must 
grant them? 

Mr. McCue. I think in effect that is what it means. 

Mr. Foy. Unless their own investigation proves that it is unwar- 
ranted. 

Mr. Seety-Brown. Do the field offices scrutinize these requests 
and make a decision as to their merits, or is that decision made some- 
where else? 
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Mr. Foy. It is almost an automatic procedure, I would say, unless, 
as I say, they have some reason to feel that there is occasion to 
question it 

Mr. Sre.y-Brown. Well, now, what is the red tape involved? 
You see, | am trying to help the little fellow who is always afraid of 
Government red tape, and I can understand why he is. 

Mr. Foy. You understand, the Steel Division or Metals and 
Minerals Bureau did not write this regulation, but it was written by 
Dean Bowman’s office, who handles the rules and regulations, but 
knowing the reasoning back of it, the whole idea is to save the red 
tape for the small user. If he had to come down with an application 
to the industrial division, he would be lumped in with a lot of other 
people, and by doing it this way they save a lot of paper work coming 
into Washington, and establish a criteria which makes it possible for 
the district offices to handle these things almost automatically, within 
certain limitations. 

Mr. Seety-Brown. Must each small consumer submit a construc- 
tion program for approval? 

Mr. Foy. Yes, he submits a regular Form V, which carries with it 
a production schedule. 

Mr. Seety-Brown. Well, do the field offices have the competent 
personnel to evaluate such a large number of items? 

Mr. Foy. Only in terms of whether or not it bears a proper relation 
to what they have had before out of Washington. The third quarter 
distribution was made out of Washington. 

Mr. Seety-Brown. Well, in connection just with that, do you have 
any idea of the number of such applications that would be made, say, 
for the fourth quarter? 

Mr. Foy. I have heard the figure, but I would hesitate to suggest 
it from memory. 

Mr. Seety-Brown. Well, I have heard the figure of 35,000. 

Mr. McCue. It would be upward of 30,000. I have heard that 
figure used. 

Mr. Sre.y-Brown. In other words, you would say that is probably 
correct, that you have had that many applications? 

Mr. McCur. Yes. 

Mr. See.y-Brown. Well, if you have 30,000 or 35,000 applications, 
how can the field offices process them in the short space of time that 
is available? 

Mr. Foy. Well, there are a hundred and some field offices, I believe. 

Mr. McCue. Mr. Chairman, you must recognize that when the 
system is actually working on a time schedule that they will have 
ample time in which to do the job. I think it can be safely stated 
that this is more or less of a stereotyped operation, after the first 
survey of requirements has been developed. The check on the 100 
tons 1s largely and primarily to prevent speculation or the possible 
opening up of new areas of black market operations on a small level. 

Mr. Foy. There is another safeguard on the thing, I believe, Mr. 
Chairman, and that is an application comes in from someone new 
who did not have an allocation in the previous quarter, and it comes 
into the industrial division at Washington before it is acted upon. 
So as Mr. McCue says it is almost stereotyped within the district 
office areas, if they get applications from the small users who have 
previously had allotments, and they are not excessive, they go ahead 
and grant them. 
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Mr. Szety-Brown. Do you feel the small firms will receive their 
authorizations or allotments in time to be sure of getting materials 
in competition with the large purchasers? 

Mr. Foy. Well, if anything, they will get them sooner, because 
they will be made out locally and they will be mailed out certainly 
simultaneously with the ones from Washington, if not a little earlier. 

Mr. Seety-Brown. What was the deadline for that fourth quarter 
application? 

Mr. Foy. For submission? 

Mr. Seety-Brown. Yes. 

Mr. McCue. July 31. 

Mr. Seety-Brown. July 31? 

Mr. Foy. Yes. 

Mr. Seety-Brown. When were the allotments granted, would you 


Mr. Foy. The first half of August, sometime. I don’t know 
whether the field offices have sent theirs out or not. I think they 
were told to get them all ready and await word from Washington. 

Mr. Seevy-Brown. Do you have any knowledge as to the total 
tonnage of carbon steel, for instance, that will be involved in the 
smaller cases? 

Mr. Foy. It is less than—the figure, as I recall it, is less than 2 
percent of the total tonnage. 

Mr. Serry-Brown. Less than 2 percent of the total tonnage? 

Mr. Foy. Yes, sir. 

Mr. Seety-Brown. Has any specific tonnage been set aside for 
that purpose? 

Mr. Foy. Do you mean a reserve? 

Mr. Sentner. No. 

Mr. McCue. It is a part of the tonnage supply. 

Mr. Seety-Brown. Wait a minute now. 

Mr. Foy. In the allotment procedure there is a reserve for small 
cases. 

Mr. Sentner. Perhaps I did not understand the question, Mr. 
Chairman. Did you mean was there a reservation made at the mill, 
or did you mean in the calculations? 

Mr. Seety-Brown. Well, did you set aside a specific tonnage for 
the purpose? 

Mr. Sentner. Set aside in the agency’s calculations, you mean? 

Mr. Seery-Brown. Yes. 

Mr. Sentner. Yes, surely. It is my understanding, and Mr. 
Skuce could have more accurately answered the question, but as these 
small cases are processed in the field offices, they are eventually 
charged back to the claimant agency, and come out at the initial 
chunk of steel in the form of a block allotment that he received for 
that particular end use. 

Mr. Seety-Brown. Well, does each field office or region have an 
allotment? 

Mr. Foy. No. 

Mr. Seety-Brown. Well, if no specific tonnage, as such, is being 
set aside, what steps have been taken to make sure that that tonnage 
will be available? 

Mr. For. What happened there, again we are a little out of our 
field, Mr. Chairman, is a matter of these CMP procedures that 
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involve the whole agency and not just the materials divisions. Speak- 
ing from our offhand knowledge of it, the agency, as I say, made th. 
total distribution in the third quarter, which was the trial period 
They estimated how many small cases there were of this description 
which runs into large percentages in the total number of cases. The 
estimated how much paper work could be saved by doing it this way 
without affecting any great segment of the total tonnage. 

As I say, less than 2 percent in the case of carbon steel, as I remem- 
ber the figures. 

In making their distributions through the industrial divisions, tha: 
tonnage is set aside and figured on, and each industrial division has t: 
create a reserve for these small cases. They cannot pass the tonnag: 
out and duplicate it. 

Then as the allotments are made by the district offices, they ar 
reported back on some basis, I believe weekly, so that they can b: 
figured against the allotment box here. 

Mr. Sre.y-Brown. In other words, you feel that the actual allot- 
ments are in line with the original program determinations, as you hav: 
set them up? ; 

Mr. Sentner. Not as we set them up. 

Mr. Foy. As they were set up by the requirements committee. 

Mr. Seety-Brown. Well, as set up? 

Mr. Foy. Yes, sir. 1 don’t think there is any duplication of ton- 
nage, if that was the question. I think that adequate reserves hav: 
been set up to account for that tonnage. 

Mr. Seety-Brown. Well, if I want a little steel, how can I get it, 
that is the question I am trying to determine, as you are in getting 
that steel that is required, that is how I am trying to help. 

Mr. Foy. That is right. 

Mr. Curtis. On your claimant agency program list for the fourth 
quarter 1951 allotments, you have a group of items, of course. Now, 
where would this 35,000 or 30,000 tons be listed? Would that b: 
under reserves for program adjustment, and so forth? 

Mr. Sentner. Perhaps | might answer that each of the industria! 
divisions, taking one for an example such as the Building Materials 
Division, out of their million tons they would calculate on the basis 
of the third quarter cases which they had handled, and which were 
now going to be handled by the field offices, that they must hold back 
on their allocation X number of tons, their theory being that that 
tonnage will be issued from the field office, and then weekly the field 
office reports back to the appropriate industrial division as to how 
many small cases they have handled, with the responsibility that 
belongs to that particular division that goes into their bookkeeping 
and constitutes a dispersal of tannage. 

Mr. Curtis. The total number of allocated tons of 24,058,000 fo: 
1951 would include the 35,000? 

Mr. Foy. That is right. 

Mr. Seety-Brown. I would like to ask another question, going 
back to the steel expansion program for just a minute, please and that 
is, what recommendations have you made with respect to increasing 
allocations for steel expansion during the fourth quarter, and what 
programs have you recommended be reduced in order that the steel 
expansion program may go forward on schedule? 
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Mr. Sentner. Yes. I think the only proper answer to that is 
that we did not deal, Mr. Johnson’s committee, with the steel-expan- 
sion program per se. The claim was made for the entire industry- 
expansion program, just as in the case of educational institutions, 
and there is no distinction made between any one school or college, 
the claim was made for industry, the steel required for industrial- 
expansion program. That was put together by the Facilities Bureau, 
and it involved all industrial expansion, including privately financed 
war plants, and Mr. Johnson’s deliberations on that were involved 
in the entire industrial expansion. 

The determination, when it was finally made to the Facilities 
Bureau, and the Facilities Bureau then, with the guidance of the 
requirements committee and the NPA staff, made the decision of how 
much of an insufficient amount was going to aluminum, copper, 
magnesium, steel, chemicals, and others. 

Mr. Foy. I think Mr. Seely-Brown’s question had to do with the 
responsibility, as he views it, of the Steel Division to fight for more 
steel expansion. 

Mr. Seety-Brown. Yes. 

Mr. Foy. And I would say, and I believe it is true of the Steel 
Division, and it would certainly be true in most cases, that when the 
final decision was made no protest was rendered—no recommen- 
dations that other programs be held back in favor of steel. I per- 
sonally would not feel qualified to try to judge that, Mr. Seely-Brown. 
| think that is entirely up to the heads of these agencies to determine 
whether steel is more important than chemicals or aluminum or 
something else. 

I don’t think we have the basis for judgment on that point. Do you 
agree with that, Dick? 

Mr. Sentner. I do. 

Mr. Foy. I think that is the question you were asking. 

Mr. Daumas. Mr. Foy and gentlemen, we have been wondering 
where directives fit into the CMP program. We do not know. 
There are a great many directives issued under the DO program, and 
where would those directives fit in under the CMP program? 

Mr. Foy. Well, the directives under the CMP are still an instru- 
ment to be used primarily in an emergency. In other words, it 
overrides all of the CMP rules, and would naturally be used very 
sparingly, and only in the case of a real emergency, I would say. 

Mr. Daumas. Well, to what extent are directives used now, say, 
for the military or for the expansion program or for commercial 
operations; are they used pretty extensively at the moment? 

Mr. Foy. No, they are not used extensively in the materials field. 
Of course, a directive can be issued on an end-product production as 
well as on materials. To what extent they are used there, I could 
not answer, but in the materials field | would say they are not used 
extensively. 

Mr. Damas. Suppose a mill were to get a directive to furnish cer- 
tain types and sizes and quantities of steel, doesn’t that throw their 
schedule our of line quite often? 

Mr. Foy. Quite frequently; yes. 

Mr. Daumas. And it reduced production and has a tendency to 
reduce production. 
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Mr. Foy. That is correct, and that is the difficulty with a direc- 
tive. You don’t know when you issue one, you cannot always know 
what else you are hurting. That is why I say they should be used and 
are being used sparingly. 

Mr. Daumas. Well, the feeling is abroad, though, among business- 
men, that if they are persistent enough they can usually get a direc- 
tive. Is that correct or not? 

Mr. Sentner. I don’t think currently that is correct. 

Mr. Foy. I think it has been correct on materials. 

Mr. Datmas. I am talking about iron and steel, and copper, and 
so forth. 

Mr. Foy. Yes. 

Mr. Damas. To what extent do claimant agencies, so-called, in- 
sist upon using directives in their programs? Do they make many 
representations along that line? 

Mr. Senrner. Well, they pass along the representations of their 
individual manufacturers, and present the cases, and ask for action 
to solve the problem that their particular industry has. 

We have, as Mr. Foy says, used the directive, at least in the past 
2 months, very sparingly, and I could almost say not in any case 
where the direct military is not involved. If there are exceptions to 
that statement, I just do not happen to be familiar with that myself. 

Mr. Daumas. What sort of a bookkeeping system do you keep in 
order to know how much steel is under directives? You don’t keep 
books on DQO’s. 

Mr. Sentner. Well, we could not keep it on the DO’s, but we do 
keep it on the directives. We know each directive that is issued at 
our internal staff meetings, and they report weekly on the problems 
that have been presented, and the method of handling them. It has 
been no bookkeeping problem for us for the past 2 months. 

Mr. Daumas. Well, if you issued directives now, or if you have 
issued directives, it would run into September and on up into the 
fourth quarter, then where does that fit in under CMP? Is that part 
of the individual company’s allocation, or just how does it work? 

Mr. Sentner. Well, I don’t know of any directives that we have 
issued. I will have to check the records and find out whether this is 
a correct statement. But my opinion is that we have issued no 
directives involving the shipment of steel to a consumer that extends 
into the fourth quarter, with the exception of some direct military 
requirements that are on a long-term continuing basis and run right 
straight through on a specific program. 

Mr. Foy. And that will be supported by allotments. 

Mr. Curtis. That will come out of the figures that you have given 
us here? 

Mr. Sentner. That is right, definitely. 

Mr. Daumas. Well, the DO system—I am just trying to get the 
current picture in my mind, because people come in to us and talk 
about DO’s every day, and we are not under the CMP yet. The DO 
system has completely broken down, has it not? I mean, what is a 
DO worth any more? 

Mr. Sentner. Nothing. 

Mr. Davmas. It is absolutely nothing? 

Mr. Sentner. It is extinct. 
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Mr. Damas. So at the present time the only way a man with an 
important contract could be assured of steel would be to get a direc- 
tive. 

Mr. Sentner. To get an allotment. 

Mr. Datmas. Well, we are not under the CMP yet. 

Mr. SentNeR. You mean between now and the end of September? 

Mr. Davmas. Yes. Isn’t a directive the only way he can be assured 
of that? 

Mr. SentNer. Assured, yes, that is the only way that he could be 
assured of it, but it is not the only way to get steel. Our problem has 
been, how do you assure one person of getting steel and not assure 
everybody else. 

Mr. Datmas. Well, that is a point, if you issue directives for this 
or that, and then somebody else is going to wait. 

Mr. Sentner. That is right. 

Mr. Dautmas. And if they carry on over to the CMP operation they 
will wait even longer. 

Mr. Sentner. Well, [ think from what you have said, we have the 
same opinion of the inadvisability of using the directive method for 
solving problems, except in cases of the direct military, where their 
requirements are brand new. They have a new historic pattern of 
getting their raw materials, and those things must be handled when 
they present themselves. 

Mr. Foy. And even there it becomes a question of proof that failure 
to issue the directive will delay the military program. Many requests 
are made that are not and that cannot come up to that criteria. 

Mr. Sentner. Well, shell steel is a good illustration. Nobody in 
normal times makes shell steel, because they have no customers for it; 
so when the military goes into the business of making shells, it requires 
positive action, first of all, to see that we have the proper amount of 
information, to know that the steel is actually required through the 
contractors, what the sizes are, what the chemistry is, and arrange to 
have it produced, and then direct the producer to share in the program, 
so that everybody in the industry makes a contribution. 

Mr. Datmas. But it certainly looks, from what we have heard 
about the CMP program, that both in September and in the fourth 
quarter, that somebody is going to have to issue directives, because 
right now we have many cases where a man with a military contract 
cannot place an order. So if that military contract is going to be com- 
pleted on time, some affirmative step will have to be taken to assure 
the man of getting the steel in order to complete the contract that the 
military wants. 

Now, that leads up to this question, and I know that you don’t 
have anything to do with it, but, at least, you might have an opinion 
on it: Suppose you took out of the CMP program all military require- 
ments, all Atomic Energy Commission requirements, we will say, and 
one or two others of your most important programs, like aluminum, 
copper, steel expansion, and maybe one or two others, and you put 
those under solid directives. In other words, there wouldn’t be any 
hit or miss proposition as to whether a man could place his order with 
the mill, but there it is; you have got to have so much for military, so 
much for Atomic Energy, and so much for this and that, that is under a 
directive. Then you take the rest of it and divide it up among the 
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less important programs. Would you care to express an opinion upon 
that? 

Mr. Sentner. I would care to express an opinion, and if I may agree 
with you, this is not within our province, but I think what you say 
falls down the minute you say “this and that.” If you want to say the 
military and the Atomic Energy Commission, I think that our thinking 
is reasonably that it is an area of possibility. 

Mr. Davmas.. In other words, could it be limited to just those two? 

Mr. Sentner. Well, when you say the steel-expansion program, 
if you were to say that that rated a directive, I don’t know how you 
could stop it; it would go on from steel to aluminum to chemicals, and 
to all things necessary in supporting steel production. 

Mr. Datmas. W ell, suppose we did put it at the direct military and 
the Atomic Energy Commission, and put them on firm directives, and 
then divided up the rest? How about that? 

Mr. Sentner. Well, it is substantially what is being done today. 

Mr. Daumas. But here you have a man with a military order, Mr. 
Sentner, that cannot place an order for steel. 

Mr. Foy. Well, we don’t know of any. 

Mr. Damas. Except in the fourth quarter, he cannot place it, 
and we have actual cases. 

Mr. SentNeER. We don’t know. We get plenty of cases like that 
in our shop, and we have been usually able to make the necessary 
arrangements to provide the steel for the military contracts. 

Mr. Davtmas. Under the CMP in the fourth quarter, if you have a 
case like that, you are going to have to issue directives anyhow. 

Mr. Foy. We expect not. The fourth quarter is by no means 


smoothed out yet, Mr. Dalmas. We don’t know of a single case 
where a business with a military contract has been without steel that 
he needs for his operation. We don’t anticipate one. 

Mr. Datmas. Well, I will phone you one this afternoon. 

Mr. Foy. We don’t anticipate that there will be. 

Mr. Davmas. I notice here in Steel magazine for August 6 this 
article which states: 


Some steel mills are requesting that their customers get on the first quarter, 1952, 
books, with the tonnages they will require under CMP. One possible reason for 
the action: Get the bread-and-butter customers on the books to avoid the rat 
race—both for the mill and the buyer—‘hat is going on now for September tonnage 
Actually ro steel mill is authorized to make such a demand nor can a customer, 
under CMP rules, place those orders vei because no CMP tickets or precertificativ! 
percentages for the first quarter of 1952 have thus far been issued. Precertification 
percentages permit a user to place the fixed proportion of his order far in advance 
to allow better scheduling flexibility in the mill. 

So there we are talking about 1952 and rat races and so on, ard so far 
as I am concerned, it leaves me in a state of confusion as to what stee! 
buyers are going to do, and particularly one who has military orders 

Mr. Foy. I don’t think your military contractors are going to be 
without steel. 

Mr. Damas. Let me state a specific case, if I may take a moment 

Mr. Srety-Brown. Yes; certainly. 

Mr. Datmas. We have a case where a man needs 53 tons of sheet to 

recondition warm-air furnaces at Camp Pickett. Up to now he has 
not been able to buy that 53 tons anywhere. He has gone to every 
available source that he knows and he has gotten a certification from 
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the contracting officer in Camp Pickett. and he has gone to the Second 
Army headquarters and gotten a certification to the Department of 
Defense, in the hope of getting a certification to the Iron and Steel 
Division, so he can get 53 tons of sheet. He has had the contract 
there for a month and his completion date is November 11. Right 
now they have 30,000 troops down there, and he cannot get the steel. 

Another contractor came in last week—I just want to cite you these 
two instances that we have before us—and he had a Navy contract for 
something in connection with the development of a highly important 
weapon for the Navy, and they have scoured the country trying to 
place these orders for steel, and up until Saturday, with this Navy 
contract to be completed early in 1952, he has not been abie to place it 
under CMP or anything else. 

Now, that is a condition that we are very fearful of and these are 
small-business men and they have important little jobs to do for the 
military, but they are just running around and getting nowhere. 
The man who came in here with the Camp Pickett proposition said, 
“So far as my profit is concerned, it has gone. I have spent it in 
telephone bills and plane fares.” 

So there must be some method that can be worked out to set aside 
this military tonnage, wherever it is, and your Atomic Energy Com- 
mission tonnage, if that is equally important, and then divide the rest 
of it up in some way, fairly equitably. 

But there is where one of your greatest weaknesses lies. We have 
heard it, as you gentlemen know, all over the country, and we have 
had these same sort of instances. These just happen to have occurred 
the the last 2 or 3 days, those that I have mentioned now. 

Thank you, Mr. Chairman. 

Mr. Seety-Brown. Did you want to comment on that? 

Mr. Foy. I would like to say that I think it is premature to try to 
judge how the CMP is going to work in the fourth quarter. There 
is some confusion at the moment. I think it is unavoidable. The 
people that had CMP allotments in the third quarter, which was the 
transition period, had the authority to place 70 percent of that ton- 
nage in the fourth quarter. Now, it is not possible that 70 percent 
of the allotment could fill the producers up 100 percent, but the 
claim is frequently made that the steel producers are filled through 
the fourth quarter. Actually the fourth quarter final allotments are 
now being issued through a revision of the recipient schedule. Some- 
body has left too many orders on the steel mills for the fourth quarter 
and has failed to cancel, and there could be any number or variety of 
reasons for that. 

Mr. Datmas. Who is going to cancel an order now, if he can pay 
for steel, no matter whether he needs it or not? 

Mr. Foy. Well, if he is not going to observe the Government rules, 
why, he would not, that is right. 

Mr. Daumas. The Government does not require him to cancel out, 
does it? 

Mr. Foy. Well now 

Mr. Seety-Brown. Just a moment. Let us get that question 
answered. Does the Government require him to cancel? 

Mr. Foy. Yes. We are anticipating that the American people 
will all fall in line and try to get the job done. If they don’t I will 
have to agree with you that the CMP will also be a failure, but it is 
too early to say that. 
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Mr. Curtis. Could you refer us to that ruling? 

Mr. Sentner. Do you have a copy of that available? Do you 
have a copy of Mr. Fleischmann’s press release dated August 6? 

In a letter mailed to manufacturers operating under the CMP, Manly Fleisch- 
mann, Administrator of the NPA, today emphasizes that CMP regulations re- 
quire business firms to cancel or adjust outstanding orders that exceed their 
quarterly CMP allotments. 

In the letter he also wanted all manufacturers not to place orders that exceed 
limits of production established by the NPA, even if they expected to cancel or 
reduce some orders, if others are filled. 

Mr. Curtis. Does he cite the authority or reference to the regula- 
tions? 

Mr. For. CMP Regulation No. 1, I believe. 

Mr. McCue. It is the basic regulation. 

Mr. Foy. The basic regulation under CMP, yes, sir. 

Mr. SeEnTNER. It goes on as follows: 

Mr. Fleischmann said some manufacturers are finding it unnecessarily difficult 
to place orders authorized by third-quarter CMP allotments because other manu- 
facturers in violation of existing regulations have (1) failed to cancel or adjust 
outstanding orders that compelled the limitations on the use of the materials 
set by authorized production schedules— this includes orders accepted by suppliers 
prior to the receipt of the allotment; (2) place duplicate orders with different 
suppliers; (3) place orders for delivery in a single month for more than the author- 
ized total quarterly allotment they can receive in 1 month. 

It is these violations, says Mr. Fleischmann, and not the alleged over issuance 
of CMP allotments, that are causing the difficulty. 

Mr. Foy. We think there are some things we can do to clear up the 
fourth quarter. We are working on them right now. And if we 
cannot clear it up, then I would have to admit that the thing is not a 
success, but I think that we can clear them up. 

CMP, in its very nature, takes the total quantity of materials and 
divides it up among the users. With that it certainly carries with 
it the implication that there is a home for every allotment issued and 
it is the job of the Materials Division to find that home. That might 
mean that one man cannot place his order with a certain mill, but 
that is not to say that some other producer does not have the material 
available, and it is smoothing out those things when this gets into 
operation, that is actually the job of the Materials Division of NPA. 
The man that needs sheet for the Army, for the furnaces, if he has 
difficulty and it is a real Army requirement, why, the Steel Division 
is here to help him try to get that straightened out. 

Mr. Srety-Brown. Well, when an applicant applies for controlled 
materials must he state his needs in terms of specific types, shapes, 
and sizes? 

Mr. Foy. I don’t know. Yes; 4B does require it in broad cate- 
gories, not size necessarily, but whether or not it is steel bars or pipe 
or sheet. 

Mr. Srety-Brown. Does the requirements committee take these 
specific needs into consideration in making the program allocations? 

Mr. Foy. To the extent that the materials requirements committee 
advises them that certain things are possible of accomplishment or 
impossible of accomplishment. They do not issue the allotments in 
terms of specific products, but they issue the allotment in terms of 
carbon steel. But if a man wants to build a truck, he cannot build 
it all out of sheet steel, he must have sheet and bars and alloy steel, 
and whatever else he needs. 
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Mr. Szety-Brown. Am I correct that the allocation given to an 
individual producer specifies categories such as carbon or alloy and 
stainless? 

Mr. Foy. That is right. 

Mr. Seety-Brown. Well, is it not true, if that is so, that a manu- 
facturer can then apply for one size or shape of steel and actually buy 
another? 

Mr. Foy. He could, if he does not want to abide by the rules. 
That is right. It is a matter of compliance. 

Mr. Seety-Brown. What I am getting at, sir, isn’t that fact in 
itself possibly an invitation to come into the black market? 

Mr. Foy. It might be. 

Mr. Sentner. It could be. The allocation is tied in with an 
approved production schedule and in order to get the end item 
referred to in the production schedule you need the presumed types 
and shapes, and if you are going to do something else with it, you are 
definitely in violation of the regulation. 

Mr. Foy. If he applies for steel with which to make baby carriages 
and then sells it on the black market, he is simply a crook. 

Mr. Srety-Brown. When the CMP is making its effort to balance 
supply and demand, does it try to balance the supply and demand for 
specific shapes and specific sizes? 

Mr. Sentner. That is one of our principal functions at the division 
requirements level. 

Mr. Seety-Brown. To try to balance it down on that level? 

Mr. Foy. That is right. It works this way, all the industrial 
divisions of NPA present their claims and programs for the produc- 
tion of certain end items, and due to the information they have col- 
lected, which is not yet as precise as it will be as this thing goes along. 
The Steel Division then totals up the amount of sheet and pipe and 
bars and so on that are required for all these programs, and if there 
is a tightness on some one particular shape, and the demands for 
these programs are such that it is necessarily in excess of the capacity, 
they point that out to the requirements committee, so in making 
their distribution they don’t authorize end products that will take 
more than is available in any one particular shape. 

Mr. Seety-Brown. You don’t feel that too much latitude is being 
given in that instance? 

Mr. Sentner. Not in the fourth quarter. We have most of the 
tightest items in steel specifically limited, such as structural shapes, 
plates, rails, all country goods, and those things are definitely limited 
in their use by shape. 

Mr. Damas. Mr. Chairman. 

Mr. Seety-Brown. Mr. Dalmas. 

Mr. Daumas. There is a lot of interchangeability, though, among 
steel users? For instance, a man has a structural yard, we will say, 
in a town of 100,000 people, and he has an allocation and there are a 
lot of substitutions that he can make there, and even if he finds a 
shape or size or kind that he cannot use himself, do you think he is 
going to turn that down? 

Mr. Foy. You mean a structural fabricator? 

Mr. Daumas. Yes. 

Mr. Foy. He would not get an allotment from NPA. He gets an 
allotment from the people that have the jobs. 
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Mr. Davmas. I am talking about when he goes into the mill and 
buys it. 

Mr. Senrner. He must get a CMP allotment from the person who 
is going to build the structure. 

Mr. Datmas. You mean he is allowed no yard stock whatever? 

Mr. Foy. Only such inventory as he has. 

Mr. Sentner. Inventory that he may be replacing, that is all. 

Mr. Foy. He can replace his inventory that he has used to fill 
CMP orders. 

Mr. Rresiman. We touched just briefly on this black-market 
operation, and I don’t know how much that has been developed here 
in the committee, but I am vitally interested to know what is being 
done, if anything, to check that black-market operation. 

I know the other day we just briefly touched on it. I don t know 
what the conclusion was as to what information we could get, but 
we are constantly getting information from all sources that small 
people are able to buy through the black market. They go to their 
supplier with a CMP allotment and they cannot get the steel they 
want. Now, certainly there should be some way to check that opera- 
tion and find out how this steel is moving into the black-market 
areas. 

Mr. Foy. The NPA has a compliance section that is quite active 
on that, and our suggestion the other day was that for first-hand 
information of what is being done, that they be asked to present the 
story. 

Mr. Rrenuman. The NPA? 

Mr. Foy. Yes, sir. 

Mr. RresiMan. You say it is quite active. Do you have any 
evidence that they have been seriously active? Have they been 
able, to your knowledge, to find these people that are actually operat- 
ing the black market? Have any of them been brought before the 
NPA for action? 

Mr. Foy. The NPA has checked and visited a lot of them, sir. 
There is one criminal case, I think, that they started just within the 
last 2 weeks. I happen to know that they are working on some 
others. And any information that we at the materials level get that 
indicates any of that sort, is passed-right along to them for checking. 

Mr. Rresuman. Mr. Chairman, are we having the Compliance 
Section appear before us? 

Mr. Srety-Brown. They are coming up for testimony on a later 
date on just that very question. Mr. Curtis? 

Mr. Curtis. Yes. I have a couple of items that I wanted to 
check on. 

On the fourth-quarter 1951 allotments, the item for reserve pro- 
gram adjustment and self-certificatiou, of 1,171,000; just what does 
that cover? 

Mr. Foy. It covers this small user that can self-certify. There is a 
self-certification in connection with maintenance and repair require- 
ments and also the user of less than 5 tons of carbon steel that can 
self-certify his needs within a quarter. 

Mr. Curtis. But the adjustment end of it, this is not an item that 
would include something for error, the over- and under-type, for 
instance? 
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Mr. Foy. Well, there is a reserve for late issuance and adjustments 
and that sort of thing. Whether it is included in that particular 
item, I don’t know. 

Mr. Curtis. Would your directives, any directives that might be 
ssued, be included under that item or not? 

Mr. Foy. No, no. 

Mr. Curtis. Now, wait a second. You said repairs. 

Mr. Foy. MRO, it is called, and that is the maintenance, repair 
and operating supplies. 

Mr. Curtis. That is another item. I am referring only to the 
reserve program for adjustment and self-certification. 

Mr. Foy. That does cover the adjustments, then, the anticipated 
adjustments on appeal, as well as self-certification. 

Mr. Curtis. Now, the item on Canada, is Canada, the Canadian 
Government itself, is that a claimant agency? 

Mr. Foy. Yes. 

Mr. Curtis. Is that for their industry, or is that some program 
for the Government? 

Mr. Sentner. It is both for their industry, including their own 
military. 

Mr. Curtis. And that is sort of based on the historical selling to 
these particular industries? 

Mr. McCve. Canada has a normal market with the United States 
of from 1,000,000 to 1,200,000 tons. 

Mr. Curtis. I see. That is per annum or per quarter? 

Mr. McCue. Per year. 

Mr. Curtis. Then this figure of 343,000, they are doing all right, 
aren’t they? 

Mr. McCue. Yes, they are, but there is a cooperative defense pro- 
gram also in active state up there, which requires that a normal 
quantity of steel be used in their defense effort. 

Mr. Curtis. And we are their normal supplier for that? 

Mr. McCue. Yes, sir, in addition to which Canada ships to us 
tremendous quantities of raw materials, and particularly nickel, which 
is one of the most strategic items which we have. 

Mr. Curtis. Now, on the items of export, for the ECA, I presume 
in going into your estimation of the United States capacity that you 
have done a similar thing in Europe, is that correct? 

Mr. McCue. Yes, sir, we have. 

Mr. Curtis. There is one thing we found, incidentally, in our hear- 
ings throughout the country, and that was that there was a lot of 
Belgian steel coming into this country and that it was selling at high 
prices. Now, if that is so, why should we be exporting our steel 
abroad, or what is the explanation of that? 

Mr. McCue. Mr. Curtis, at the present time we are importing from 
the world producers at an annual basis of about 3 million tons. That 
would contrast with the normal importations of something in the 
area of 250,000 tons. Our imports are up from 1,000 to 1,100 pereent— 
and our exports have dropped very considerably. At approximately 
1947 and 1948 this country was exporting between 5% million and 6 
million tons a year, and at the present level of. exports it is approxi- 
mately 3 million tons a year. 
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And now, the remaining part of the world depends upon the United 
States, and has for many years, and it has been a part of our industrial 
development policy to encourage the export of iron and steel products. 

It has been shown in years past that even a 10-percent export of our 
steel adds immeasurably to the well-being of our employment, and 
so forth. 

At the present time, West Germany has taken the lead in the 
importation of iron and steel products into the United States, and | 
might point out to you that the degree of importance, while France 
was the principal shipper in April, this was displaced by Germany in 
the month of May, and in the order of their importance—Germany, 
by the way, shipped 95,000 tons to this country, Western Germany, in 
the month of May; France, 76,000 tons, Belgium-Luxemburg, 66,000 
tons; Canada, 23,000 tons; and so on, the United Kingdom being 
the smallest, approximately 14,000 tons. 

Now, to answer your question as to why we must export, I would 
like to point out to you that of our approximately 3 million tons of 
exports per year, this country is exporting of that, 500,000 tons 
approximately of tin plate, which is a very important market, and 
which is an economic weapon, as well as because of the fact that we 
have the tin-plate capacity to preserve the food that is produced in 
friendly nations. 

The balance of the material involves such highly specialized things 
as hot- and cold-rolled sheet, galvanized sheet, barbed wire products, 
and others not readily obtainable in other areas of the world. 

Mr. Curtis. Of types and shapes that they do not make? 

Mr. McCue. That is right. You are familiar with the relations 
act we have with the other countries, the free exchange of products, 
and so forth, that run across our foreign policy when we cut them 
too low. 

Mr. Srety-Brown. How much of our ECA money is being used 
to develop the steel industry in the countries abroad? 

Mr. McCue. Those programs have pretty generally been com- 
pleted. The ECA representation today, as to shipment of steel from 
the United States, is largely economic in character. It does not mean 
that our dollars are now being spent for the purchase of steel, as such. 

Mr. See.ty-Brown. Are we spending money over there to help the 
steel industry in the friendly nations? 

Mr. McCue. We certainly have spent large quantities of that 
beginning since 1948. 

} Mr. Sesry-Brown. Is it your opinion that as a result of the money 
which we spent over there that their steel production is going to 
increase? 

Mr. McCur. Yes, sir; it has already done that, or has been a 
tremendous influence upon it. 

Mr. See.y-Brown. When will it start competing with our own 
steel industry? 

Mr. Foy. Sir? 

Mr. Seety-Brown. When will it start competing with the United 
States? 

Mr. Foy. I imagine when the world problem is settled. 

Mr. Curtis. Directing your attention to the Belgian steel, we 
found that there were people who went to the market and could not 
get any other kind of steel but Belgian steel, and we want to know 
why that Belgian steel should bring a premium price. 
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Mr. McCue. I suppose it is the position of economic advantage 
that they have in a market of this kind. 

I think it should be pointed out that for several years there was’a 
considerable feeling on Capitol Hill that we should ban it because 
they were dumping steel in the United States. However, when the 
defense effort started to grow and demands for domestic steel began 
to rise, the fellows over there, naturally, boosted their price. As a 
matter of fact, the prices in sheets today at the mills in France, 
Belgium, and some of the other areas, actually is at a higher level 
than our domestic price, so that the steel cost in the United States 
today, including the import duty, probably averages $20 a ton more 
than our present domestic price. 

Mr. Curtis. There is one other thing that occurred that we found 
in our hearings in the field, and that is that some of this exported 
United States steel was coming back and being sold on our markets. 
Now, that does not seem to fit in. 

I might ask a general question at this point: In your consideration 
of the total capacity of this 21 million tons plus for the fourth quarter, 
you don’t include the imports there, do you? 

Mr. McCue. No, sir, we do not. That is additional supply. 

Mr. Curtis. You have no control over it? 

Mr. Sentner. No, and I think it is important to mention that 
while the import figures that Mr. McCue just stated are the current 
import figures they are at a rate lower than they were in 1950. The 
high prices you speak of have been a deterrent to the continuous 
flow of imported steel. 

Mr. Srety-Brown. Do you feel that any steel we are sending over 
there is coming back to the United States? 

Mr. Sentrner. The same steel? 

Mr. Curtis. Yes, identical steel. 

Mr. Sentner. We have heard of those instances, but I hope they 
are few and far between. I think that the instances themselves have 
been rather infrequent, and certainly no producer, having been able 
to detect the return of the steel, would allow it to happen a second 
time. 

Mr. Curtis. In a program which includes an item of export of 
676,000 tons to Europe, and at the same time which does not put the 
imported steel under any sort of control, it seems to me that that is 
a big loophole in our attempt to control the material. 

Mr. Sentner. Well, for one thing there, the ECA and the OIT 
and that figure is a combined one, at least in our calculations for the 
entire world market, and the only imported steel that has come into 
this country at all has come from Western Europe, including Italy. 

Mr. Curtis. But as we provide for that—TI appreciate, as you 
pointed out, that a good bit of it or some of it, is special shapes and 
so on, and therefore would not actually be in competition, but some 
of it at any rate is going to be things that could be made over there, 
and we really are opening up a big loophole in this country if we 
don’t control the imports. Now, I am asking a question, really, 
rather than making a statement. 

Mr. Sentner. We have discussed that at great length, both with 
the self-government agencies as well as with the representatives of 
ECA who came back to this country, the representative, and he is 


now stationed in Paris. Briefly, the story as he gave it to us, was 
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that it would be difficult to try and get any control flow of steel so 
that it would not reach the consumer in this country at these high 
prices which you refer to. That would put the thing on the basis o| 
a military emergency and a direct flow of steel from those countrie- 
to our own military effort over here. 

Mr. Curtis. Well, the thing that irritates me, and I think i 
irritates everyone in the country, is that when we go on a program 
that is supposed to defend Western Europe, then to have Belgian 
steel come into the country ard be sold at these terrifically high prices, 
just does not make sense, as we see it, and then have these smal! 
te Kater who are not able to get steel elsewhere. 

Mr. Srety-Brown. It is their only source of steel. 

Mr. Curtis. Yes, it is their only source of steel, in certain instances, 
and they say this, and I don’t know whether it is true, but they say 
that it is not as good steel as the steel in this country. So actually 
they are paying more for an inferior product. 

Mr. Sentner. That is true. 

Mr. Curtis. And yet, Belgium is supposed to be right in this thing 
with us, and it just does not add up. 

Mr. McCue. You then really go to the subject of price control on 
an international basis and certainly, as Mr. Sentner says, that has not 
been taken up yet, and it probably might be at the diplomatic level. 

Mr. Curtis. I am not interested in price control as much as I am 
the fact that we have a short material, and if we are going to export 
that material, certainly we should be able to work it out so that the 
stuff that is brought into the country is not wild. 

Mr. See.y-Brown. In other words, we are going to vote in the 
next few weeks large sums of money on the European program, and 
in some instances properly so, but by the same token we will have a 
lot of explaining to do to the manufacturer back home who wonders 
why we have so little control over the amount of money that we send 
over, and so little control on the amount of steel that comes back 
over here. 

It is our concern to try to balance the thing along the line, so we are 
not asking our people to make undue sacrifices, and then allowing the 
others to walk in without control. 

Mr. McCue. I believe that the imported steel also has had its im- 
pact in the so-called black-market operation. 

Mr. Curtis. Yes, it has. 

Mr. McCue. Another thing that I would like to make a brief com- 
ment on, you made the statement that there seemed to be comment 
made that some of our materials which are exported have found thei 
way back here. I would like to supplement what Mr. Sentner said, 
we have been looking into that for 6 or 8 months, and trying to get 
some evidence on it, and we would like to get a look at it, so if you 
gentlemen have specific cases, we would like to have a look at them. 

Mr. Curtis. I think we have several cases of that sort. 

Mr. Seety-Brown. What is the situation as regards Western Ger- 
many? 

Mr. McCue. At the present time Western Germany is producing 
at a level of about 14% million ingot tons, which, in terms of products, 
would be somewhere around 11%. In the last 3 vears production rose 
from 6 million to 14 million tons, which I mentioned. I might say 
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that they are operating to capacity, to the highest capacity that they 
possibly can. 

Mr. Curtis. How about Japan? 

Mr. McCue. Japan has remained at a level of 3 million tons and is 
not making any headway because of the lack of raw materials and 
supplies. 

Mr. Curtis. Lron ore and scrap? 

Mr. Foy. That is right. 

Mr. Curtis. How about Germany in comparison with its historic 
purchases? 

Mr. Foy. Eighteen million before the war, and during the early days 
it reached 24 million tons. That is entire Germany. Now, as to 
Eastern Germany, the production is not large, and that is estimated to 
have been about a million and a half tons. 

Mr. Seety-Brown. Now, as to the dismantling of the steel plants 
over there, did that put the program back, when the steel plants were 
dismantled and shipped to the Soviet Government? That tied us up, 
didn’t it? 

Mr. McCue. It took away, in addition to what was dismantled, 
because of the tripartite agreement, I guess it was, but it took away a 
potential of about a million and a half tons. 

Mr. Curtis. Per annum or per quarter? 

Mr. McCue. Per annum. All figures, when I give them, are on an 
annual basis. 

Mr. Curtis. Yes. I just assumed they were. 

Mr. Seety-Brown. I don’t like to cry over spilled milk, but we 
broke a big bottle. 

Is there anything further? 

If, not, I certainly want to thank you on behalf of the committee, 
gentlemen, for coming up here, and we appreciate very much your 
courtesy and the information you have given us. 

I believe that if we have further questions we will call you back. 
We want to thank all of you for coming up. 

The meeting will be adjourned until tomorrow morning at 10 o'clock. 

(Whereupon, at 11:40, an adjournment was taken until 10 a. m., 
Tuesday, August 14, 1951.) 
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PROBLEMS OF SMALL BUSINESS UNDER THE 
CONTROLLED MATERIALS PLAN 


TUESDAY, AUGUST 14, 1951 


House or REPRESENTATIVES, 
SuBCOMMITTEE No. 3 OF THE SELECT COMMITTEE 
To Conpuct a Srupy anp INVESTIGATION 
OF THE PROBLEMS OF SMALL BusiNgss, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10 a. m., in 
room 1310, New House Office Building, Washington, D. C., Hon. 
Clarence G. Burton presiding. 

Present: Representatives Burton (presiding), Clinton D. McKinnon, 
R. Walter Riehlman, Horace Seely-Brown, Jr., and Thomas B. Curtis. 

Also present: Victor P. Dalmas, executive director, Arthur F. 
Lucas and Duncan Clark of the staff, 

Mr. Burton. We will call the meeting to order. 

Mr. Trigg, we will be glad to have you identify yourself. Will 
you come and sit up here at the witness seat? 

Mr. Triac. Might | suggest that Mr. Anshen is going to give the 
testimony on this, if you don’t mind, sir. 

Mr. Burton. Well, Mr. Trigg, we will be glad to have you come 
up with him also; and also Mr. Steiner, and we will be glad to have 
your testimony. 


STATEMENTS OF MELVIN L. ANSHEN, ASSISTANT DEPUTY AD- 
MINISTRATOR FOR PROGRAM AND REQUIREMENTS, DEFENSE 
PRODUCTION ADMINISTRATION; RALPH TRIGG, DEPUTY AD- 
MINISTRATOR, OFFICE OF PROGRAM AND REQUIREMENTS, 
DEFENSE PRODUCTION ADMINISTRATION; AND GEORGE A. 
STEINER, DIRECTOR REQUIREMENTS COMMITTEE STAFF, OF- 
FICE OF PROGRAM AND REQUIREMENTS, DEFENSE PRODUC- 
TION ADMINISTRATION 


Mr. McKinnon. You may proceed. 

Mr. Ansuen. Mr. Chairman and members of the committee, my 
name is Melvin L. Anshen, and I am Assistant Deputy Administrator 
for the Office of Program and Requirements in the Defense Production 
Administration. 

For about 6 weeks, beginning July 1, 1 was Directing Deputy Ad- 
ministrator for Program and Requirements, and also was chairman of 
the Requirements Committee. 

Mr. Trigg, who is here at the table with me, has just joined the 
Defense Production Administration as the new Deputy Administrator 
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for Program and Requirements. He has only been with the organiza- 
tion 4 or 5 days. 

Mr. Steiner is also here with me. He is director of the Requirements 
Committee staff in our office, and will also be available to answer any 
questions you might want to raise. 

I have been asked to describe the functions of the Office of Program 
and Requirements, the organization and operation of the Require- 
ments Committee, and the way in which allocation decisions are 
reached under the Controlled Materials Plan. 1 understand that other 
witnesses have already outlined to members of the committee the 
reasons for the decision to introduce the controlled-materials plan and 
the procedures followed under CMP in controlling the distribution of 
steel, copper, and aluminum, as well as the methods by which con- 
sumers of controlled materials purchase other materials and fab- 
ricated products. In his statement on August 8, Mr. Walter C. Skuce 
of the National Production Authority also outlined some of the actions 
taken by the National Production Authority to assist small users of 
controlled materials and small industry in general. I shall therefore 
omit any description of the Controlled Materials Plan from this 
statement. 

One point should be made clear, however. CMP sets up procedures 
for putting allocation decisions into effect. It provides a tested set of 
rules and procedures for establishing quantitative and time-phased 
controls over the distribution of steel, copper, and aluminum, as well 
as other materials and products. It does not determine what share 
of the supplies of critical materials shall be allocated to meet military 
requirements, or the needs of defense-supporting industries or of the 
civilian economy. ‘These program decisions, which are put into effect 
through the CMP mechanism, are made independent of the CMP 
procedures. It is these program decisions that are the prime respon- 
sibility of the chairman of the Requirements Committee. In making 
these decisions, he is assisted by the staff of the Office of Program 
and Requirements, DPA, and by the staffs of the National Production 
Authority and of a number of other agencies. He is given particular 
counsel by the inter-agency Requirements Committee whose members 
represent the major functional areas of our economy. 

Mr. Damas. Mr. Chairman. 

Mr. Burron. Mr. Dalmas. 

Mr. Damas. I want to ask Mr. Anshen if he will state right there 
who the Chairman of the Requirements Committee is. 

Mr. Ancuen. Until the present time, for the past 6 or 7 weeks, | 
have been, and Mr. Trigg, in his new capacity, will be the Chairman 
hereafter, sir. 

Mr. Datmas. Thank you. 

Mr. AncueNn. The Office of Program and Requirements, Defense 
Production Administration, is responsible for (1) determining military, 
defense-supporting, and civilian requirements for materials in short 
supply; (2) determining the supplies of these materials available to 
meet these requirements; (3) formulating plans for expanding supplies 
of these materials so that current shortages will be eased as rapidly as 
possible; and (4) recommending to the Chairman of the. Require- 
ments Committee the quantities of these materials to be allocated to 
the agencies to which responsibility has been delegated for distributing 
materials in accordance with approved program decisions. 
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In the simplest terms, the Office of Program and Requirements 
works with the Department of Defense, the Production and Marketing 
Administration of the Department of Agriculture, the Petroleum 
Administration for Defense, the Defense Electric Power Administra- 
tion, the Defense Minerals Administration, the National Production 
Authority, the Maritime Commission, the Defense Transport Admin- 
istration, the Federal Security Agency, and a number of other agencies 
in translating their requirements for production, construction, and 
maintenance and repair into tons of steel, copper, and aluminum. 
These requirements are presented in uniform terms and time per iods. 
They represent the material input required to build the schedules of 
military items laid down by the Department of Defense; to produce 
petroleum and refine, store, and transport petroleum products; to 
generate and transmit electric power; to build locomotives, freight 
cars, boats, and trucks; to produce machine tools, engines and tur- 
bines, electrical and electronic equipment, and all other kinds of 
industrial and consumer-type products; to build new steel, aluminum, 
chemical, and other plants; to construct hospitals, schools, and high- 
ways; and to repair and maintain existing plants and equipment. 

he staff of the Office of Program and Requirements reviews the 
methods used by all participating agencies in compiling their material 
requirements. This includes the bills of material and other devices 
employed in translating end items into contained steel, copper, and 
aluminum; the lead times allowed from raw-material input to end- 
product delivery; and the assurance that all needs are covered, with- 
out duplication or omission. Since the total demand for materials to 
meet military, defense-supporting, and civilian needs exceeds the sup- 
plies available to meet these needs, the staff appraises submitted 
requirements to identify more urgent needs and distinguish them from 
less essential and deferrable needs. 

On the supply side, the staff reviews the estimates prepared by the 
materials divisions of the National Production Authority of the quan- 
tities of steel, copper, and aluminum that can be produced. This 
includes the study of producing and fabricating facilities, and the 
availability of alloying materials such as nickel, molybdenum, tung- 
sten, chrome, tin, zinc, and chemicals. Where necessary and feasible, 
the staff prepared recommendations for. expanding supply. 

Finally, using all available information and the expert knowledge 
of the staffs of participating agencies, the Office of Program and 
Requirements analyzes supply-demand unbalances and assists in the 
program decisions that direct specific quantities of controlled mate- 
rials in each calendar quarter to meet military, defense-supporting, 
and civilian requirements. These program decisions specify the 
amounts of steel, copper, and aluminum that the operating agencies 
are permitted to distribute to individual manufacturers and con- 
tractors. 

The Office of Program and Requirements works with Government 
agencies. It does not deal directly with individual business concerns. 
That relationship is assigned to the agencies that are responsible for 
operations: The Department of Defense with respect to military prime 
contractors; the divisions of the National Production Authority with 
respect to manufacturers of the industrial equipment and consumers’ 
goods; the Maritime Commission with respect to the construction of 
ocean-going ships; the Defense Electric Power Administration with 
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respect to public utilities; the Federal Security Agency with respect 
to the construction of hospitals and schools; and so forth. 

From the time of its first organization it has been the continuing 
objective of the Office of Program and Requirements to avoid dupli- 

cation of staff. We have made the greatest possible use of the experi- 
enced and expert staffs of existing agencies. 

The responsibility for allocating scarce materials is a serious one. 
In an economy as complex as ours the job of deciding the quantities 
of materials necessary to assure the completion of defense production 
on schedule, of balancing machinery and equipment with the construc- 
tion of new manufacturing facilities, of appraising relative urgencies 
and putting first things first, of assuring an output of components 
such as bearings and motors in quantities sufficient to meet produc- 
tion schedules for end preducts, is an assignment of the greatest diffi- 
culty. It was recognized from the beginning that every operating 
agency was in a position to contribute to the decision-making process. 
And it was recognized as a prime requirement that their advice must 
be used in reaching decisions that always involve, for materials in 
short supply, giving more to some agencies at the cost of giving less 
to others. 

The interagency Requirements Committee was established to 
advise the Chairman of the Requirements Committee in making 
these decisions. The Committee’s membership represents every 
major functional area. It includes one adviser for each of the follow- 
ing areas: Military requirements, agricultural production, mines and 
mining, pub lic utilities, petroleum and gas, transportation, industrial 
production, construction, civilian economy, foreign policy, industrial 
manpower, and economic stabilization. To assure full representation 
for all material-consuming areas, while limiting the committee to a 
membership small enough to encourage free discussion, a number of 
functional subcommittees were set up, the chairmen of which represent 
their areas on the Requirements Committee. All claimant agencies 
with an interest in transportation, for example, have membership on 
» Transportation Requirements Subcommittee. The Chairman serves 
on the top Requirements Committee as an adviser for all transpor- 
tation needs. Similarly, there are functional subcommittees for con- 
struction and for civilian requirements. In this way, there is full 
opportunity for the presentation and explanation of material needs. 

The members of the Requirements Committee are top-level officiuls. 
The adviser for military requirements is the chairman of the Muni- 
tions Board. The adviser for petroleum and gas is the Deputy 
Administrator of the Petroleum Administration for Defense. Agri- 
culture’s needs are represented by the Administrator of the Produc- 
tion and Marketing Administration in the Department of Agriculture. 
In the case of transportation, the Under Secretary of Commerce for 
Transportation is a member of the committee. The Assistant Ad- 
ministrator for Civilian Requirements in the National Production 
Authority counsels on all needs of the civilian economy, including the 
construction needs of Federal and local governments. Officials of 
comparable rank and responsibility serve for other areas. 

The Requirements Committee meets at frequent intervals to con- 
sider allocation problems and to advise the chairman in making pro- 
gram decisions. No allocation decisions are made without laying all 
pertinent facts on the table and carefully reviewing the alternatives 
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and weighing their costs. Beyond this, whenever the need arises 
technic ol exptite such as the directors of the Iron and Steel, Coppe r, 
and Aluminum and Magnesium Divisions of the National Production 
Authority are invited to attend as expert consultants. 

Perhaps the best way to explain how allocation decisions are 
reached under the Controlled Materials Plan is to describe the making 
of the program determinations for the fourth quarter of 1951, issue d 
within the past few days. This will also serve to outline the kind of 
problems we faced, the magnitude of the unbalance of demand and 
supply for steel, copper, and aluminum, and the extent to which all 
sources of information and all experience and expert knowledge were 
brought to bear on the decision-making process. 

When the staff of the Office of Program and Requirements com 
pleted its summary of requirements for the fourth quarter, as pre- 
sented by the claimant agencies and NPA industry divisions, it 
found the following balance with supply: 

For carbon steel, the estimated supply is 19,264,000 tons; total 
requirements, 28,274,600 tons, the percent requirements of supply 
being 147 percent. 

For alloy steel, an estimated supply of 1,918,000 tons; total require- 
ments, 2,555,000 tons; with a percentage requirements of supply of 
133 percent. 

In the case of stainless steel the requirements were 129 percent of 
the supply. 

The unbalance was even more striking for the copper items. For 
brass mill products, for example, the estimated supply was 595 million 
pounds, the demand was 975 million pounds, and the percent require- 
ments of supply was 164 percent. 

The wire mill estimated supply was 319 million, the total require- 
ments being 497 million, and the percent requirements of supply 
being 156 percent. 

The foundry products were 181 percent requirements of supply. 

Now, for aluminum, the estimated supply for the fourth quarter 
was 598 million pounds, against requirements of 867 million pounds, 
amounting to 145 percent of the supply. 

This excess of requirements over supply reflected a growing military 
program, as well as expansion in a number of direct defe ‘nse-support- 
ing areas such as electric power, petroleum, industrial construction, 
industrial equipment and machinery, and transportation. It is 
important to note that it did not include high-level requirements for 
passenger automobiles and consumers’ durable goods; material 
requirements for these products were reflected at the cut-back levels 
established in the third quarter, roughly 70 percent of the pre-Korea 
base for durable goods and about 65 percent of the same base for 
automobiles. 

In reviewing requirements to bring them into balance with avail- 
able supplies, we were guided by three basic policies: (1) The material 
needs of the approved military program should be satisfied in full, 
after careful screening to eliminate errors, duplications, waste, and 
improper scheduling; (2) the material needs of defense-supporting 
activities should be satisfied, after similar screening, to the maximum 
extent consistent with the limited amounts of steel, copper, and 
aluminum available for distribution, and consistent with securing a 
proper balance between construction and equipment, between com- 
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ponents and end products, and between the production of energy 
resources and the demand for these resources; and (3) production of 
consumers’ goods should not be subject to sudden, drastic cut-back, 
because of the great danger of creating pools of unemployed labor 
and contributing to inflationary forces, but should be curtailed to 
the extent necessary to free critical materials for more urgent defense 
uses. 

As a first step in the review of requirements, the agency and 
materials specialists of the Office of Program and Requirements, 
working with the experts of the NPA Steel, Copper, and Aluminum 
Divisions, went over each agency’s presented requirements with a 
fine-tooth comb. The objective of this review was to validate 
methods used in compiling requirements, check on lead-time factors, 
assure nonduplication in coverage, and appraise balance among 
agency programs and among the programs of different agencies. In 
the course of this review it was possible to establish levels of relative 
urgency, to identify some programs the fulfillment of which could be 
deferred for one or more calendar quarters without serious or harm- 
ful effects, to suggest ways to conserve critical materials, and to 
eliminate wasteful use of materials. 

On the basis of this review, in the course of which the various claim- 
ant agency staffs had an opportunity to appraise each other’s pro- 

rams and participate in the paring-down process, tentative, pre- 
Reinaey recommendations were prepared to bring demand into bal- 
ance with supply. These necessarily involved cut-backs in every 
program. These recommendations were placed before the members 
of the Interagency Program Adjustment Committee for its review. 

The Program Adjustment Committee is the principle working sub- 
committee of the Requirements Committee. Its membership in- 
cludes the alternates to the members of the Requirements Committee, 
and additional members from a number of claimant agencies that do 
not have direct representation on the Requirements Committee. 
The meetings of the Program Adjustment Committee were also at- 
tended by members of the staffs of the NPA Steel, Copper, and 
Aluminum Divisions, so that there expert knowledge of nidulibitone 
methods and product mix could be used in reviewing proposals for 
change. The Program Adjustment Committee met morning and 
afternoon for 5 days. As a result of their meetings, the Chairman of 
the Committee was able to forward to the Requirements Committee 
a proposed fourth-quarter allocation program that gave effect to a 
number of modifications in the preliminary proposals prepared by the 
combined staffs. 

A number of fundamental problems remained for consideration by 
the Requirements Committee. One was the level at which production 
of passenger automobiles and other consumer’s goods should bi 
supported in the fourth quarter. The massive demands for steel, 
copper, and aluminum in defense-related areas could be met only by 
the drastic cuts in consumers’ goods. In the case of copper, in fact, 
even a reduction to zero in consumers’ goods would have left a de- 
ficiency in the supply of brass mill products. A second problem 
centered in construction. The supply of structural shapes -was far 
below the demand and it was obvious that construction, which was 
coming under ‘quantitative control for the first time in the fourth 
quarter, must be cut back severely because of the shortage in heavy 
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structurals. In doing this, it was important to support to the maxi- 
mum possible extent the material requirements for the steel, alumi- 
num, and chemical expansion programs which would ultimately in- 
crease basic material supplies and eliminate shortages. In addition, 
there were appeals from the recommendations of the Program Ad- 
justment Committee presented by the Petroleum Administration 
for Defense; the Defense Electric Power Administration; some of the 
NPA industry divisions concerned with such products as metal- 
working machinery, electronics, and related equipment; and other 
agencies. 

The Requirements Committee met in several sessions to review 
these issues. The Chairman of the Committee heard their advice and, 
on the basis of the facts of the supply-demand balance, the counsel of 
his staff, and the advice of the members of the Requirements Com- 
mittee prepared the final allocation decisions. As a safeguard against 
unforeseen contingencies such as late changes in important programs 
and inequities not apparent at the time, about 5 percent of the 
anticipated supply was held back as a reserve, to be distributed at a 
later date. 

The fourth quarter program determinations were announced to the 
public on July 27. <A copy of the press release is attached, showing 
the specific quantities of critical materials made available to claimant 
agencies and the NPA industry divisions. It then became the 
responsibility of the agencies and the divisions to break these alloca- 
tions down to the quantities of materials to be distributed to individual 
manufacturers and contractors in response to their applications on the 
appropriate forms under the controlled materials plan. A group of 
materials accountants attached to the staff of the Office of Program 
and Requirements are responsible for the establishment and mainte- 
nance of accounting controls over the actions of agencies and divisions, 
to assure that allotments are not issued in excess of quantities made 
available by program determination. 

This procedure of review and consultation followed in the fourth 
quarter is typical of the regular pattern that is adhered to in every 
allocation decision. It attempts to bring to bear on the difficult 
allocation process all the facts and all the expert knowledge that can 
contribute to an equitable and rational distribution of the short 
supplies of critical materials. 

Mr. Chairman, that is the end of my prepared statement. I will be 
very glad to answer any questions you or the members of the com- 
mittee might want to put to me. 

Mr. Burton. Well, we will undoubtedly have a number of ques- 
tions for you. 

May I ask, what is vour estimate of the military requirements, sir, 
as compared with what are the normal requirements, or what portion 
of the steel production will be required for direct military needs? 

Mr. AnsHen. The direct military requirements for the fourth 
quarter, by which I mean the steel that they will themselves distribute 
to their primary contractors, amounts to, in the case of carbon steel, 
about 1% million tons. 

| would like to add, since this is a subject that is talked about 
sometimes rather loosely, that when we think of the military require- 
ments under the Controlled Materials Plan, then we must also have to 
think of more than the steel that is consumed in making their military 
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end products, the tanks, the guns, the planes, and the ships. In 
addition, the military procures, or their contractors procure, a great 
many components such as motors, bearings, and compressors, which 
are incorporated in their tanks, their guns, and their planes. 

This 1,500,000 tons of carbon steel for the foruth quarter does not 
include the steel in those common component items. The manufac- 
turers of those components which they use not only for military prod- 
ucts but for all other types of industry and consumer products, apply 
apply directly to the National Production Authority for their allot- 
ment of steel, so that steel that goes into making components such 
as bearings and motors is not a part of this 1,500,000 tons. 

Beyond that the military also buys a lot of end products, such as 
construction machinery and tractors. The steel that goes into those 
items is not part of the military direct allotment to their prime 
contractors. 

Therefore, I would suggest this in answer to your question, Mr. 
Chairman, that the military directly allots in the fourth quarter about 
1,500,000 tons of carbon steel. In addition, they consume a significant 
share of the steel that goes to make up a good many components and 
a good number of end products. 

Over all I would guess that the military take of steel in the fourth 
quarter would be from 15 to 20 percent of the total supply of steel, 
although we cannot at this stage precisely define that figure, because 
we have to make some estimate of what they buy in terms of com- 
ponents 

Mr. Burton. That answers my question. I am especially glad 
that you put it in percentages because we can see it more readily in 
that form. 

Mr. Ansuen. I might also say that in the case of aluminum, because 
of the expanding aircraft program, that they will take an even larger 
percentage and, of course, the program goes up for the first and 
second quarter of next year. 

Mr. Burton. Can you tell us what percentage you might have in 
mind for that? 

Mr. Ansuen. I would guess that it might run to 25 percent. The 
actual direct aluminum I can give you here. Their take of aluminum 
for the fourth quarter will be about 168 million pounds out of a total 
supply of 598 million pounds, but then again, that is only what they 
directly allot. It does not include the aluminum used in components 
or end products which they buy. 

Mr. Seety-Brown. Mr. Chairman. 

Mr. Burton. Mr. Seely-Brown. 

Mr. Sre.y-Brown. In the first page of your testimony, sir, I un- 
derstand that the Office of Program and Requirements of the DPA is 
responsible for determining military requirements. 

Mr. AnsHEN. Yes, sir. 

Mr. See.ty-Brown. Could you tell me how those military require- 
ments are determined? 

Mr. Ansuen. What I meant by that, sir, is this: We have a divi- 
sion in our office called the Military Requirements Division. The 
people in that Division, six or eight professionals, work with the 
individual technical bureaus in the Department of Defense—Army, 
Navy, and Air Force—as they put together, first of all, their schedules 
of end item requirements and then translate those schedules back into 
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controlled material, such as copper, steel, and aluminum; it is our 
job to know how they make that translation, so that we can have a 
full understanding of what the figures mean, how they are put to- 
gether. 

That means that our people have to be completely familiar with 
the factors used to translate a tank into the steel, the copper, and the 
aluminum in that tank. 

We have to be familiar with the bills of materials which they use. 

We have to be familiar with the lead times, that is, how many 
months in advance you have to place orders for material to be de- 
livered from the mills in order to get them into the bands of the 
fabricators. 

We have to be familiar with the proposed delivery schedule of the 
end items. Our staff people work day after day, right with the military 
people in making those translations, because it is our objective to be 
sure that they use consistent lead time factors that make sense, that 
they do not duplicate requirements, as often happens with many 
agencies; that they do not omit important requirements; and that 
they do not, without some questions at least on our part, build up 
delivery schedules that impose unnecessary strains on the other parts 
of the economy. 

A question arose, for example, in the third quarter about the military 
requirements for integral busses. They actually had proposed, until 
we raised serious questions about their schedule of needs, to procure 
in the third quarter every single bus that was going to be manu- 
factured leaving zero for the civilian economy, for the Capital Transit 
kind of thing. 

We questioned their need because we noticed when we checked the 
delivery schedules that their procurement of busses went up sharply 
in the third quarter and dropped equally sharply thereafter, and went 
down to zero by the first quarter of 1952. 

We said, ‘“This does not make sense. You do not need all the buses 
at once, and you are imposing an unnecessary strain on the civilian 
economy. Can’t you stretch out your purchases to that you will get 
some busses that you need in the other quarters so that Capital 
Transit and others of their type throughout the country can get 
busses for replacement purposes?” 

Mr. Seety-Brown. In other words, your group screens the military 
requirements as they come up from the Department of Defense? 

Mr. AnsHen. That is right, sir. They are presented to us through 
the Munitions Board. 

Mr. Srety-Brown. I am asking you because of a public interest in 
a question of this nature. Do you screen, for instance, the requests 
that come up for, well, let’s put down office equipment and so forth, 
where they are ordering huge amounts of it, and the amount of steel 
involved in the type of office equipment they are using; do you check 
as to whether 

Mr. AnsHen. The office equipment is in a little different category. 
A few moments ago, when | was talking about the steel requirements 
of the military, in response to the chairman’s question, I said that 
they purchased a number of civilian type end items. 

Mr. Sre.ty-Brown. That is right. 

Mr. AnsHen. Which they don’t allot materials for. I think in the 
testimony about the CMP some witnesses may have spoken to you 
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about B products, namely, consumer type end products such as office 
equipment, or tractors, or construction machinery, and components 
such as bearings and motors, which receive their allocation from the 
NPA industry divisions because these products are bought by every- 
body and it would be very difficult for the manufacturers of office 
equipment, for example, who sell the same type of equipment to the 
military and to civilian customers, to have to apply to different places 
for their materials. So they make one application to the appropriate 
division of National Production Authority that handles office 
equipment. 

The military does not allot—they just purchase it with their dollars, 
using the preference rating which they have to use. 

Mr. See.y-Brown. Does the same thing apply to cars? 

Mr. AnsHen. In the case of passenger automobiles, yes; and in the 
case of standard type trucks; yes. If they have specially designed 
automotive equipment they treat that as a product for which they 
allot directly. 

Now, to come to your question specifically, the office equipment is a 
B product. The military does not allot the materials to the office 
equipment manufacturers. Therefore, the material required to make 
the office equipment which they purchase is not part of their material 
request to us; it is not part of their fourth-quarter material requirement. 

What we do, however, is this: Wherever a question arises as to the 
military impact on the supply of a B product—and the bus case is 
an example of that, and it might arise in office equipment but it has 
not so far—we would look into the scheduling. The actual machinery 
for doing it is this: 

Every industry division of the National Production Authority has 
a division requirements committee. It is an interagency committee. 

That committee is a sort of a little requirements committee, and on 
it there is a man from the Munitions Board, and a man from agri- 
culture, a man from transportation, a man from petroleum, and a man 
from all the other functional areas that I mentioned before. 

One of the major responsibilities of these division requirements com- 
mittees is to make decisions on the distribution of the end product, 
such as office machinery, if a question should arise there. It has 
arisen in the case of busses and trucks, and it probably will arise very 
soon in the case of things like construction machinery where. the 
military wants to buy a lot. 

When they make these decisions, sitting around the table, any 
claimant agency such as the military, or a man sitting in for civilian 
economy, who ts also a claimant, may appeal the decision. 

If he does appeal it, it comes to us in the top requirements com- 
mittee and we would then deal with the issue. 

No question has arisen, so far, that I know of, in the case of office 
equipment but it would be handled through that procedure. 

Mr. Seety-Brown. What check is made of items requested by the 
Atomic Energy Commission, the same check as you have described 
for the Army? 

Mr. Ansuen. That is right. 

Mr. Seety-Brown. In the case of the Atomic Energy Commission 
many of their installations, of course, are brand new and they dre put 
in areas normally away from any other industrial activities and as a 
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result the Government not only builds the plant itself but also all of 
the facilities for providing suitable living quarters for people who run 
the plant. 

Is the steel for the construction of a new school in a plant like that 
given special priority as compared with steel required for schools in 
another community? 

Mr. AnsHen. That agency is the Federal Security Agency. They 
present requirements for steel construction generally throughout the 
country to us. We make an allotment for school construction each 
quarter, beginning with the fourth quarter this year to FSA, and they 
in turn are responsible for distributing that allotment to individual 
school construction projects. 

They have to decide what schools to build and what schools not to 
build. 

Now, specifically in regard to an Atomic Energy Commission town 
| don’t know whether that comes into us through the AEC request or 
through FSA, but I would be glad to find out and let you know. 

(The following information was submitted August 30, 1951:) 

Materials for the construction of school property owned and under the control 
of the AEC are claimed by the AEC. Construction of all other schools in con- 
nection with AEC towns is under the cognizance of the Office of Education of 
the Federal Security Agency. 

Mr. Serety-Brown. The same thing will apply—we are about to 
appropriate from $4 to $5 billion for the construction of new Army 
and Navy installations throughout the country and I am concerned 
about the same question appearing in every one of those areas. 

Mr. AnsHEN. In the cases of the Army and Navy installations, 
their requirements come to us through the Munitions Board direct 
from the Defense Department concerned and they are screened in 
just the same way. 

Mr. Sre.y-Brown. In the allocation of scarce materials, do you 
find any competition between Government units and private units 
which might be engaged in the manufacture of the same war item or 
the same defense item? 

Mr. AnsHEN. I| have not been 

Mr. Sre.y-Brown. | am thinking of a Government arsenal, for 
instance. 

Mr. AnsHEN. Well, the Government arsenal submits its require- 
ments as part of the Department of Defense requirements. 

I have not been aware of any competition in that. 

Mr. Seety-Brown. I was wondering if there were any competition 
for scarce materials developing between an arsenal that is manufac- 
turing just items of that nature. 

Mr. ANsHEN. In the case of a Government arsenal manufacturing 
big guns, for example, which are also manufactured by private con- 
tractors, the total requirements for heavy artillery would be included 
in the requirements presented to us by the Department of Defense, 
and would be screened by our staff. 

Then it would be the responsibility of the Department of Defense 
to decide how to allot the materials we give them. 

For example, we do not attempt in our allotments to the Depart- 
ment of Defense to break down the total figure into any detailed part 
of their program. 
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It is our assumption that they know a great deal more about their 
programs than we do. So that once we have reviewed their programs 
in detail we give them a lump sum allocation. For example, 1,500,000 
tons of steel for the Department of Defense. 

The Munitions Board breaks that allocation down as between the 
Army, Navy, Air Force, the Panama Canal, and one or two other 
minor parts of their program. The Army breaks it down by technical 
services, and the technical services break it down to individual pro- 
curing offices, where they actually re ce ‘ive an application from a manu- 
facturer and make the allotments to him. 

Mr. Serty-Brown. Sir, could you explain, if you would, please, 
in more detail your plans for expanding the supply of steel. I believe 
that is another one of your responsibilities. 

Mr. AnsHen. That is. The steel expansion program, I ought to 
say at the outset, was laid down long we au the Office of program and 
requirements was established, and so were most of the other expansion 
programs because it was necessary to move very fast at the beginning. 

We were, of course, aware of the responsibility placed on our 
office, and we have set up a special group called a planning staff which 
has as its major assignment looking forward to the next 2, 3, or 5 years 
at the requirements under partial and full mobilization—under 
conditions of partial and full mobilization, and the supply as it now 
exists and as it will be augumented by expansions already planned, 
and preparing recommendations for further expansion. 

We are just now in the process of completing our first expansion 
gont studies for some 20 or 25 materials and products. These have 
een prepared specifically at the instruction of Mr. Wilson’s office 
and they are right now being reviewed by our staff in cooperation 
with the staffs of all the other agencies, such as petroleum expansion 
with the PAD staff, electric power with the DEPA staff. 

The next step, which will probably be within the next 2 to 3 weeks, 
will be to bring these studies through the requirements committee 
for review and approval. 

One of the problems that will immediately arise, I am sure, is 
that when we put all of the planned expansions over the next three to 
five years side by side, each one of which is obviously desirable in 
itself, as you look at it alone, they will add up to more steel, copper 
and aluminum than we can possibly devote to plant expansion, and 
it will be necessary to start to make choices and to start to adjust 
the schedules. When that is done, as always, we discover that you 
cannot do everything at once. One of the great difficulties we have 
faced in programing in the last two quarters has been that under the 
stimulus of the urge to equip ourselves for the nation’s defense as fast 
as we can, under the same stimulus applied to every businessman to 
do his share, we are trying to do everything at once, and we cannot 
foot the material bill for it. It is not a matter of dollars, but we have 
not got the steel right now to do all of the steel programs. 

Mr. Seery-Brown. Do you feel that it is better to expand existing 
plants or to construct new ones? 

Mr. Ansuen. I think that we have to make choices of that kind. 
You cannot make them in terms of black and white. 

Mr. See.ty-Brown. I appreciate that. 

Mr. Ansuen. For example, obviously you could make the decision 
we made in 1942 after Pearl Harbor, to shut down consumer goods 
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production right off, and to use those plants as fast as they could be 
converted, and as fast as the old production lines could be pulled down 
and dismantled, and new lines set up for the production of military 
goods; but clearly in the present economy there are serious reasons for 
hesitating before you do that, and certainly before you do it overnight 
from one quarter to the next. 

There is a fairly long tooling-up process, as you know, and if we 
suddenly cut automobile production down to zero we would have the 
most serious unemployment problem that was even known in Detroit, 
and if we were to cut down the washing machine production, we would 
have an equally serious but perhaps less spectacular condition existing 
in whatever communities washing machine companies were located. 

There are also important problems of inflation. What would people 
spend their money for if they did not have hard goods to buy? 

We have wrestled very hard with that problem. 

Mr. Srety-Brown. Well, do you have the final responsibility of 
determining, for instance, in what areas or what areas will be best 
suited for the construction of new plants, if new plants are going to be 
built? 

Mr. AnsHEeN. We don’t have area responsibilities; no. 

Mr. Sre.y-Brown. Well, would it be your opinion that if you were 
going to build new plants in areas which have not as vet been indus- 
trialized, that you would use more material by moving your industry 
out, and you would need more additional material in your supporting 
programs than if you expanded the existing facilities or kept your 
industries in the same general area where they are now? 

Mr. AnsHEN. | think you would because you would be obviously 
increasing not only your plant requirements but frequently your 
requirements for power and other services. Therefore, let me say 
that we are not directly responsible for deciding where a plant should 
be located, but we certainly have an imterest in trying to get the most 
economical use of materials. 

Mr. Seety-Brown. In other words, a dispersal of industry, you 
might put it that way, might create additional scarcities? 

Mr. ANsSHEN. Oh, yes. We face that problem already in connec- 
tion with certain types of programs that draw heavily on the power 
supply. For example, alummum. It takes an enormous amount of 
electric power to make an aluminum factory run. 

Now, as a result of the decision, a sound decision to expand our 
aluminum production capacity rapidly, we have created related 
demands for electric power that contribute to part of the need to 
expand electric power, to put more steel, copper, and aluminum into 
the construction of power plants and transmission lines, and that has 
led to the kind of program balancing that I spoke of earlier. 

You have to make choices. If you are going to push ahead with 
aluminum, it would make no sense not to provide the materials and 
the power necessary to make those plants run. 

On the other hand, if you add up all of these plants and their power, 
petroleum, and other requirements, you would find quite frequently 
that you have got a bigger bite than you can chew. So you have to 
start cutting back on some of the plant-expansion programs or spread 
them out in time. 

Mr. Serety-Brown. Do you feel, sir, in the fairly immediate future 
that you will have available statistics which would indicate your 
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anticipated needs, as regards the construction of new blast furnaces, 
specifically by number, and new rolling mills, and fabricating mills, 
as such? Will you be able to blueprint that? 

Mr. AnsHEN. That is our purpose, to be able to blueprint all o: 
these construction programs and then to convert them into the mate- 
rials required to carry them out into the time period and see if the 
are feasible. 

I have a hunch that right now we are going to find we cannot do a! 
these things at the same time. We are going to have to examine th 
schedule to see what can be deferred, what must come first, and wha’ 
can wait a little bit. 

Mr. See _y-Brown. While you are setting it up for the immediat 
demands of the cold war, the twilight zone, do you feel that the plan: 
expansion, and increased productive capacity could carry on even i 
the cold war should end, in view of the growth of our country and 
its increasing population? Have you given that consideration? 

Mr. ANSHEN. Yes. 

Mr. Seety-Brown. In other words, you are trying to balanc e th 
picture all along the line? 

Mr. Ansuen. Yes. We are including in our demand picture, as 
we should and must, not only the demand of a mobilization program 
but also the demands of the basic economy, including its natura! 
growth year by year. 

Now, we have to crack that total down into its elements, to see 
what part of it is directly traceable to military needs, what part of 
it is basic industrial requirements, and what part of it is related to 
the requirements of the civilian economy, because the militar) 
segment is obviously subject to rapid change. 

The other parts of the total demand scheduled are much more stabl: 
and since you are projecting forward into an uncertain future, it is 
very useful to be able to pick out the parts of the demand that are 
subject to change, the parts which are stable, and the parts which in 
a grave emergency could be compressed for a time. 

Mr. Senty-Brown. Do you find it difficult to get cooperation from 
private industry in this expansion program, or do you find that man) 
businesses hesitate to expand because of the uncertainties as to what 
may happen if the cold war should end? 

Mr. Ansuen. I would think that the people in the NPA divisions F” 
who work directly with industry, could give you a better answer as F7 
to that. I would say, of my own knowledge, that I have not been 
aware of any grave difficulty in getting industry cooperation. 

Mr. Seety-Brown. Now, one last question, if I may, Mr. Chair- 
man. 

Mr. Burron. Certainly. 

Mr. See.y-Brown. Do you feel that this expansion of steel capac- 
ity and the construction possibly of new steel plants can be handle: 
by private enterprise, or do you feel that the Government itself ma) 
have to build steel plants? 

Mr. Ansuen. I have had no indication so far to suggest that 
cannot be handled by private enterprise, but we don’t deal, in ow 
agency, directly with industry. : 

We talk with the steel, copper and aluminum divisions of NPA 
who directly deal with industry. I can only say that I have had no 
indication that would Jead me to believe that private industry canno! 
do the job. 
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Mr. Seery-Brown. You determine the policy, but somebody else 
determines whether or not it will be done by private enterprise or the 
Government? 

Mr. ANsHEN. We recommend an expansion program, and we will 
be in a position to do that very soon. Now, the actual decisions as to 
which companies will be encouraged or allowed to expand, and what 
types of plants will be built, and so on, are not decisions which we 
make. 

Mr. Seety-Brown. Those are made by what agencies, specifically? 

Mr. AnsHen. In the case of steel the principal group would be the 
Iron and Steel Division of NPA. 

Mr. Seety-Brown. They would be the ones who would make, in 
fact, the final decision in a case like that? 

Mr. AnsHen. Within the limits of the program that we carry out 
Just as in the same way we don’t decide how much steel, copper and 
aluminum should be allocated to any given manufacturer of, let’s say, 
ball bearings. We do decide, however, how much material. steel, 
copper, and aluminum should be made available to the industry divi- 
sion of NPA that is responsible for the components, tacluding ball 
bearings. 

They take that lump allotment and they break it down among the 
individual manufacturers coming under their jurisdiction. We do not 
deal with the individual manufacturers at all. We set the program 
and they carry it out. 

Mr. See.y-Brown. Thank you, sir. 

Mr. Burton. Mr. McKinnon. 

Mr. McKinnon. You say in your statement here that you have 
three general baskets in which you fit your steel needs; your military 
requirements, defense supporting requirements, and then your civilian 
requirements. 

Mr. ANSHEN. Yes, sir. 

Mr. McKinnon. Now, I imagine you would classify the steel you 
need for expanding the aluminum industry as a defense supporting 
type? 

Mr. Ansuen. That is right. I was using these three terms in a 
very general way. 

Mr. McKinnon. A few minutes ago you said that you were alloca- 
ting 15 percent of the total sted production of this quarter for 
defense activities. 

Mr. ANsHEN. Military activities. 

Mr. McKinnon. Yes, or military. 

Mr. AnsHEN. Yes. 

Mr. McKinnon. Now, what are you allocating into this second 
category of defense supporting activities? 

Mr. ANsHEN. I think the best way to see this is to look at a press 
release attached to my statement, where the entire program determi- 
nation schedule for the fourth quarter is laid down. 

When I spoke of civilian requirements I was using the term to 
describe generally only consumer durable goods, such as refrigerators, 
washing machines, vacuum cleaners, and bobby pins, and passenger 
automobiles, and I was generally including in the area I loosely de- 
fined as defense supporting the whole industrial economy, as well as 
petroleum, transportation, and power. 
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Mr. McKinnon. Now, one moment. We have got two categories. 
One is defense supporting and the other is purely the civilian economy. 

Mr. AnsHen. That is right. 

Mr. McKinnon. Your passenger automobiles and your civilian 
supporting economy? 

Mr. AnsHen. That is right. 

Mr. McKinnon. On the other hand, your steel for power in an 
aluminum expansion program would be in your defense supporting 
group? 

Mr. Ansuen. That is right. 

Mr. McKinnon. Now, can you tell me in that second category of 
the defense supporting economy—what the increase in steel has been, 
say, over a year ago? What has it been, do you know? 

Mr. AnsHen. | can give you a general idea. I might say that 
it is hard to answer that question specifically, for one reason that I am 
sure you will understand: This country, this Government, does not 
collect in peacetime the kind of detailed statistics that we do in a 
period like the present. 

Now, let me give you some broad areas that indicate comparisons 
Electric power construction, for example, and I might say that | 
loosely classify that as defense supporting. Obviously some of that 
extra capacity goes to meet civilian needs. The same power line 
may be tapped for a residence as for an industry. 

In the case of electric power construction, in the fourth quarter 
of 1951 we have allocated about 290,000 tons of total steel. That 
compares with a use for the average quarter of 1950 for electric power 
construction of 225,000 tons. That is 290,000 for the fourth quarter 
of 1951, and 225,000 for the average quarter in 1950, and 200,000 tons 
for the average quarter in 1949. 

To take another example, let us take shipbuilding and repair 
For the fourth quarter of 1951 our total program determination for 
steel was 255,000 tons. This can be compared with a figure of 100,000 
tons that was used for shipbuilding and repair purposes in the averag: 
quarter of 1950, or if you can look at one where there has been a 
striking advance, let us take freight cars. In the fourth quarter of 
1951 we have set a program level for steel of a little over 600,000 tons 
for the construction of new freight cars. That compares with a 
figure of 230,000 tons for the construction of freight cars in the average 
quarter of 1950, when freight car construction was at a rather low 
level. 

Mr. McKinnon. On all of those allocations you undoubtedly hav: 
a total figure, do you not? 

Mr. ANSHEN. Yes, sir. 

Mr. McKinnon. How does that stack up, the total figure for th 
fourth quarter of this year as compared to the average of last year 
for the defense-supporting items? 

Mr. Ansuen. I do not have a breakdown that I can use immedi- 
ately to answer your question for the total of defense supporting, but 
I would be glad to supply that for the record. I have a lot of the 
detail, but I have not added it up. 

Mr. McKinnon. I would like to have that total. 

You say you have had some 15 percent of your steel production 
allocated for the fourth quarter for defense, direct defense activities. 

Mr. AnsHEN. Yes. 
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Mr. McKinnon. How does that compare with the average of a 
year ago? 

Mr. ANsHEN. I can give you that figure. The total defense and 
atomic energy, which we have grouped directly with the military, at 
least I have on this sheet in front of me, in the fourth quarter of 1951 
adds up to about 2,161,000 tons of total steel. That includes carbon 
and alloy and stainless, all lumped together. That compares with an 
average quarter of 1950 of about 250,000 tons, when the military 
program was at a very low level, and with a consumption of only 
200,000 tons in the average quarter of 1949. So it has gone up 10 
times since the average quarter of 1949 to the fourth quarter of 1951, 
and it will go still higher in the first two quarters of 1952. 

Mr. McKinnon. ‘Then you have 2 million? 

Mr. AnsHeNn. On direct military, not including the steel in the 
components which are incorporated in their items. 

Mr. McKrnnon. But you do not have the figure available as to 
what you used in that category B, defense supporting? 

Mr. AnsHEeN. | have a vague estimate of it here and I think you 
will appreciate that it is hard to get specific figures on this, but I have 
a figure that tends to estimate the military take of civilian type prod- 
ucts and components, which are not part of their direct allocation 
to manufacturers. 

For the fourth quarter 1951 it was about 650—or it will be about 
650,000 tons. That compares with about 75,000 tons in the average 
quarter of 1950, and about 60,000 tons in the average quarter of 1949. 

Mr. McKinnon. Now, you say civilian and defense supporting. 

Mr. Ansuen. I said that these were civilian type products and 
components which are incorporated in military items, like tanks or 
planes or ships, or are bought directly by the military. 

Mr. McKinnon. Well, | am trying to separate these three baskets 
you have and the allocation of steel into each one of the three baskets 
as compared with this quarter. 

Mr. AnsHEeN. Let me come to consumer appliances. 

Mr. McKinnon. Well, now, consumer appliances, that is only one 
small segment of the civilian needs. I am talking about the over-all, 
not civilian needs but I am talking about your over-all defense- 
supporting requirements. You have got one basket for direct military, 
such as Army, Navy, and Air Force. 

Mr. AnsHEN. That is right. 

Mr. McKinnon. And you have one basket of steel for the defense- 
supporting activities. 

Mr. ANsHEN. That is right. 

Mr. McKinnon. And then you have got one basket for civilian 
requirements. 

Mr. AnsHEN. That is right. 

Mr. McKinnon. That is, irrespective of the military. 

Now, in‘this first basket you are using about 2 million tons more 
steel than you did a year ago. 

Mr. Ansuen. That is right. 

Mr. McKrnnon. And in the second basket, can you give me an 
estimate of what you are using in the fourth quarter as compared 
with a year ago, or the average of a year ago? 

Mr. Ansuen. I cannot at the moment because I do not have it 
divided. I will arrange such a table for you and present it to you. 

Mr. McKinnon. Do you have the third basket itemized yet? 
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Mr. Ansuen. I can give you consumer durable goods and passen- 
ger automobiles for the fourth quarter. 

Mr. McKinnon. Well, that would not include all of the civilian 
requirements, would it? 

Mr. Ansuen. It would include all the items for consumers made of 
metal, except such things as office equipment, which are sold both 
ways, and we have no immediate breakdown that would show which 
way they go. 

Mr. McKinnon. Would it reflect 90 or 95 percent of the total 
usage of steel in that category? 

Mr. Ansuen. Yes, | think so. 

Mr. McKinnon. Fine. Then I would like to have that figure, if 
you have got it. 

Mr. AnsHEN. Let’s see what we can do about it here. Well, | 
think we will have to supply that, sir. I don’t have it with me im- 
mediately. I can give that to you. But let me see that we under- 
stand what you want. 

The steel in the fourth quarter that will go into passenger automo- 
biles and into all types of consumer durable goods also. 

Mr. McKinnon. I am only interested in the totals of those three 
different categories, the variation between the fourth quarter of 1951 
and the average for 1950. 

Mr. AnsHEN. We will be glad to prepare such a table and supply it 
for the record. 

Mr. See.y-Brown. In connection with that, sir, the term “defense 
supporting,” that is a phrase that is all-inclusive, or at least it can be 
all-inclusive, so your figures actually will not be of much value unless 
we can have pretty specific information as to exactly what is included 
in that item of defense supporting, because I believe that item is a 
broad item. 

Mr. AnsHeN. That is right. There is one point I would like to 
make clear, that there are a number of items included in this so-called 
defense-supporting category which are purchased ard used by both 
the military and civilian groups, and it is difficult to get an accurate 
distinction between the quantities that go one way and the quantities 
that go another. 

You raised the question of office machinery, and that goes both 
ways. We have no immediate detailed evidence of precisely what 
amount goes each way. 

It gets more difficult when you come to the components, such as 
ball bearings, which go into automobiles and also into tanks. 

Mr. McKinnon. On your farm-equipment item, do you consider 
that a defense-supporting item, or is that civilian? 

Mr. Ansuen. [| have included that myself in defense supporting. 

Mr. McKinnon. So that defense supporting is pretty big. 

Mr. Ansuen. In the table we will prepare, I will give the greatest 
detail I can, so that you can see what is included. This is a very 
arbitrary lumping, and you can group the items in various ways, 
obviously. 

Mr. McKinnon. You will compare the fourth quarter against the 
average quarter for 1950? , 

Mr. ANsHEN. So far as I can. These pre-Korean statistics ar 
very hard to lay your hands on in categories that compare precisely 
with the categories we have now, simply because we did not collect 
that type of figures during peacetime. 
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(The following information was submitted on August 30, 1951:) 


Distribution of steel, third and fourth quarters 1951, compared with average quarter, 
1949 and 1950 


Thousands of net product tons, including castings ] 
j 


-erag > , 
Average quarter Third 








Fourtt: 
ss 2 quarter quarter 
1949 1950 1951 1951 
Total supply, including imports 14, 911 18, 685 | 23, 949 24, 068 
Changes in inventory 1, 250 +1, 250 
Available steel for use i 16, 161 17, 435 23, 949 24, 058 
Consumption of steel, defense and AEC —total 260 325 2, 559 2, 809 
Military products and construction 200 250 1, 969 2, 161 
Civilian-type products and components 60 75 590 ban 
Total railroads. -- 1, 425 1, 155 1, 672 1,872 
Freight cars : 500 230 5Y7 606 
Railroad locomotives 100 125 131 152 
Railroad maintenance . 825 800 v44 1, 1i4 
Total automotive 3,149 3, 878 3, 183 2, 907 
Passenger automobiles 2,174 2, 828 2, 039 1, 766 
Trucks and busses 750 800 800 791 
Automotive repair parts 225 250 344 350 
Shipbuilding and repair , 150 100 226 255 
Petroleum production, refining, and distribution 2 1, 371 1, 604 1. 360 1, 607 
Electric power construction 200 225 500 289 
Other construction * 1,175 1. 500 R72 1, 582 
Farm machinery, including tractors 690 680 640 528 
Containers 1,175 1, 475 1, 304 1, 615 
Consumer appliances 405 645 400 ‘ 
Building equipment and hardware 903 1, 074 1,140 1. O12 
Export of mill shapes 1, 126 691 928 1, O17 
All other uses 4, 132 4, 083 &, 365 8, 565 


lotal supply including allowance for attrition 
? Includes natural gas. 
‘Includes industrial, commercial, residential, institutional, and public construction, except military 
construction 
‘ Included in all other uses. Data not available at this time but estimated to be approximately 380,000 
tons 


Note.— Most categorics do not include stee! for purchased components, parts, or installed equipment. 


rhis table was designed to compare, for certain uses, consumption of steel in 
1949 and 1950 with third and fourth quarter 1951 allotments. Data for 1949 
and 1950 for the most part have been derived from published statistics of the 
American Iron and Steel Institute. Adjustments have been made by the steff of 
the Defense Production Administration to insure comparability of the AISI 
figures with allocations made under the controlied-materials plan. Technioai 
difficulties invcived in relating the date for these periods are such, however, that 
strict comparability is not possible. It should also be pointed out that the 
\ISI data show actuel usage and the third and fourth quarters 1951 figures 
are allotment authorizations that do not necessarily represent actual usage. All 
allotments that are made are not necessarily used. The difference between 
ilotments authorized and actual material use is known as attrition. Ihe figures 
are the third and fourth quarters 1951 contain an attrition factor. For these and 
other reasons, the data for the third and fourth quarters 1951 should be con 
sidered only roughly comparable with the figures of past usage. 

Compereble data for copper and aluminum are not available. We have made 
Ineny attempts to obtain such information but the copper and aluminum indus- 
tries in peacetime do not collect data in the detsil of the AISI. The DPA, 
however, is at the present time engeged in & project which seeks to develop for 

important areas data about the average quarteriy use of all controlled materials 

1947, 1949, and 1950. This informetion was scheduled for completion by 
September 1, but various technical difficulties encountred in its development 
have delayed the project. This information will be availiable within the next 2 
Weeks, at which time a copy of the tabulation will be sent to the committce 
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Mr. McKinnon. Does the other department headed by Foy and 
Sentner or your department—have to do with allocating steel for 
steel-plant expansion? 

Mr. Ansuen. It is our responsibility to decide how much stee| 
will go for all types of industrial construction lumped together, and 
we made such a decision for the fourth quarter. It is the responsibility 
of the Facilities and Construction Bureau of the NPA, working with 
the Steel Division, in the case of steel, with the Aluminum Division 
in the case of aluminum, and so on, to decide exactly how that tota! 
quantity will be broken down for steel expansion, for aluminum 
expansion, and for chemical expansion, and beyond that to decide 
further what particular parts of the expansion program will be given 
allocations, and which parts will be held up. 

Mr. McKinnon. Now, does the steel expansion allocation rate a 
priority over, let us say, the railroad industry or the petroleum 
industry? 

Mr. Ansuen. I would say not, sir, for this reason: Under the CMP 
all approved programs for the quantities that are approved have the 
same status at the mills. That is, we decide the tonnage of steel that 
will be given to the Department of Defense to allot for their needs, 
and the tonnage will be given to Defense Electric Power Administra- 
tion, and to the Petroleum Administration, and to the Facilities and 
Construction Bureau of N PA, and to all the other agencies I mentioned 
before. We decide the total tonnage they allot to individual manu- 
facturers and contractors, All of that tonnage has exactly the same 
status at the mill books. That is, we pick out the quantities for each 
program, and then at that point there is no further distinction as to 
relative urgency, because they all have the same priority at the mill 
books, and it is first come, first served, for all who have CMP allot- 
ments. 

Mr. McKinnon. I understand that the CMP tickets that have been 
issued show an overissuance of steel, with the feeling that there will 
be an attrition to more or less balance up? 

Mr. Ansuen. There has been a small overallotment to reflect some 
disappearance which has often been called attrition, yes, sir. 

Mr. McKinnon. Suppose that attrition does not show up, and you 
have more steel issued than you have steel capacity to produce, then 
who is going to get the steel, as opposed to another claimant? 

Mr. Ansuen. If that should happen, then those who are on the mill 
books will get steel, and those who are not on the mill books will not get 
steel, unless the NPA decides to issue directives to place certain un- 
placed orders directly on the mill books. 

Now, I would like to say a word about attrition, if you will allow 
me about 2 minutes. 

Mr. McKinnon. Go right ahead. 

Mr. ANSHEN. We have made a very careful study of what happened 
to allotments under the CMP in World War Il. I myself spent 4 
years with the War Production Board, and I was pretty familiar with 
this problem. 

We found that it was a regular experience for some of the allotments 
of steel, copper, and aluminum, which the chairman of the Require- 
ments Committee made to all of the claimant agencies, to disappear 
on the way down to the steel, copper, and aluminum mills. 

There were two principal reasons for that: In the first place, any 
claimant agency, like the Department of Defense, is a pretty complex 








nd 


for 


ee| 
nd 
ity 
ith 
on 
tal 
1m 
ide 
ren 


, a 


um 


iP 
the 
1at 
ds, 
ra- 
nd 
ed 
1u- 
me 
ich 

to 
nill 


ot- 
pen 
vill 
me 


you 
1e¢0 


nill 
get 
un- 


low 


ned 
t 4 
rith 


nts 
ire- 
ear 


ny 
lex 


A RBSI's ug 


Mk 5 eed 
eicatl at mn 








< 
i 
? 


a 








SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 129 


structure. They have to keep back certain small reserves at almost 
every level in the Department, all the way down to the final procuring 
office out in the field, to take care of unforeseen contingencies. They 
ultimately end up with certain unallotted balances which they never 
completely use. 

Similarly in the manufacturing chain, you have prime contractors, 
and they have suppliers frequently through several levels, and they, 
too, like to hold back a small tonnage, again to take care of unforeseen 
contingencies. 

The net result of all of this turned out to be, in World War IT, that 
in order to get a complete 100-percent load on the steel mills it was 
necessary to allot something like from 110 to 115 percent of the 
supply. We have no way of knowing, of course, whether the exper- 
ience in the fourth quarter just ahead of us will be identical with the 
experience in World War II or not. We have got to make some 
judgments. We have made the judgment, and I hope we are right, 
that there will be a comparable attrition experience. 

The principal reason why we think so is that the process of allotting 
through the claimant agency is going to be identical, and we found last 
time that the bulk of the attrition occurred in the claimant agency, 
and much less occurred in the manufacturing chain. Therefore, we 
expect that there will be attrition, and we certainly believe that it is 
important to put a full load on the mill. If we only allotted 100 
percent of the supply, there is a good chance that we would not get 
full production. 

Mr. McKinnon. Do the mills have a right to turn down the fillin 
of a CMP order? In other words, suppose I am a manufacturer, pi 
I go to a steel mill, and I have my CMP for 100 tons of steel, can the 
steel mill say, ‘We don’t want to fill this order for McKinnon, we are 
scheduled up, and we think we have got all the business we can take 
care of, and therefore we cannot honor your order.”’ 

Mr. AnsHEN. Well, under the CMP Regulation No. 1, there are a 
few technical reasons, I cannot recall them all offhand, but such things 
as a customer who is unwilling to pay the standard price, or who asks 
for certain types of special production facilities which would interrupt 
the mill’s normal production, for which such an order can be turned 
down. But normally, generally, let me say, the mill has no right to 
turn down a CMP order, unless that mill’s order books are full, in 
which case they must turn orders down. 

Mr. McKinnon. Well, now, on your geographical distribution, let 
us take a customer out on the west coast, for instance, where steel is 
not produced in any great quantity, and he comes back, in the nor- 
mal trade custom, to the East to have them provide the steel. Now, 
on account of the rush in steel, and the great need for it, the mill’s 
books are filled by eastern consumers, so when a westerner places an 
order on the eastern mill, the eastern mill says, “I am sorry, but I 
am committed, I am filled up.”” And the westerner then, on account 
of geographical differences, is in a position where he cannot be supplied 
by the eastern manufacturer. We are running into that condition 
from time to time, and complaints have come to our committee. 

Now, what steps is your Department taking to watch out for an 
equitable geographical distribution? 

Mr. Ansuen. This problem is a very familiar one, and it occurred 
during World War II, and it will inevitably occur now, because we 
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try to balance the demand against the supply for the country as a 
whole, and, obviously, there are regional unbalances. 

The normal procedure is this: It is the responsibility in the case 
of steel, of the Iron and Steel Division of the NPA, to help manu- 
facturers get their orders placed. They have to find a mill that is 
free to accept the order. Now, they should not, and so far as I know 
they do not, permit eastern mills, with open spaces on their schedules, 
to turn down orders from western manufacturers, just because they 
would prefer to serve eastern customers. 

As | said a moment ago, that is an act of noncompliance, and it is 
the job of the Steel Division to see that that does not happen. 

Mr. McKinnon. Under the DO orders that was being done. Now, 
is CMP going to be any different in that regard? 

Mr. AnsHEN. I think so. The regulation is perfectly clear with 
respect to the acceptance of an order, and it is the job of the Iron 
and Steel Division to see to it that any complaints of that sort are 
promptly investigated, and that the mills are not permitted to pick 
and choose their customers. 

Mr. McKrnnon. That is fine, and I hope you can continue that 
practice, because our committee has incurred that criticism in several 
places. Steel is still short, is it not? 

Mr. AnsHen. Oh, yes, sir. 

Mr. McKinnon. And it is going to be short in the future? 

Mr. AnsHeEN. It certainly is. 

Mr. McKrnnow. Is it true that expansion has been cut for the 
fourth quarter from something like 377,000 tons down to 200,000 
tons? 

Mr. AnsHEeN. We are not able to give the industrial expansion 
program in total its full requirements. I would like to take a couple 
of minutes to explain why. 

Mr. Burton. May I ask there whether you have found industry 
ready and willing to go ahead, insofar as materials may be obtained 
for it? 

Mr. Ansuen. Yes, sir. I certainly have. 

Again I want to repeat, that we do not deal directly with industry, 
but from all the reports I have they are perfectly willing to go ahead. 

Mr. Burton. That is your experience? 

Mr. Ansaen. That is our experience. All the reports we have 
that come through such organizations as the Iron and Steel Division 
indicate that. 

Mr. McKinnon. The steel capacity-expansion rate has been cut 
down for the fourth quarter? 

Mr. Ansuen. There was some curtailment, for this reason: One of 
the key items, acting as a bottleneck for all construction—and that 
is right now a bottleneck—is structural steel. 

We have for the fourth quarter an anticipated supply of about 
1,300,000 tons of structural steel. These are large shapes, bigger than 
3 inches in diameter. We had a total demand for structural shapes 
that was in the neighborhood of 220 percent of the supply. It was 
way over 2,000,000 tons; in fact, it was two million seven or two mil- 
lion eight. 

Some of this demand, or a good part of it, was for construction, not 
merely for industrial expansion, for steel, aluminum and chemicals, 
but also for electrle power, for the petroleum program, and for other 
types of construction in addition, and this is not a fact often known 
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by people, but many of these structural shapes go into manufacturing; 
they go to the manufacturer of construction machinery, which uses 
certain structural members. They go into heavy power equipment, 
freight cars, and locomotives. 

e had to curtail the demand all along the line. We tried to use 
not only our best judgment but the best counsel we could get from 
the members of the Requirements Committee, and from the staffs of 
the various agencies. 

We tried to distribute the cut-back that had to be made as equi- 
tably and as rationally as possible in terms of real need. We did 
have to lay some cut-back on the whole industrial expansion program, 
and we know that within that total it will be necessary for the Facili- 
ties and Construction Bureau, working with the Steel Division, to 
make some curtailment in the steel-expansion program. 

We specifically consulted with Mr. Sentner, who, I think, testified 
here recently, who is the Director of the Iron and Steel Division of 
NPA, and Mr. Foy, who is the Assistant Administrator for the Metals 
and Minerals Bureau, ard we had, first of all, their statement, which 
was a natural one, that they didn’t like it. Nobody who is cut back 
likes it, and, of course, we don’t enjoy doing it either. They also 
said that they thought they could go through the steel-expansion 
program and decide where to impose the cuts that had to be made, 
so that it would affect in the smallest way the program as it is imme- 
diately laid out; that is, they thought they could make certain that 
the blast furnaces under way could go ahead, and that they might 
be able, without harming the program’s ultimate schedule, to hold 
back certain types of finishing mills. They certainly understand, as 
Mr. Sentner told me recently, why this decision had to be made. 

Mr. McKinnon. Now, the rate of expansion cut back was some- 
thing like 40 or 45 percent, by quick mathematics here, and | wonder 
if that cut-back was the same percentage as applied to other items 
like petroleum, like railroads, or like power expansion, or whether you 
make cut-backs here and there at different rates of percentage, or 
whether it was just a general percentage cut-back. 

Mr. ANnsHEN. No; at no point in our program did we try to use a 
flat percentage cut-back. That, of course, is the easier way to do it. 

Mr. McKinnon. And the most inequitable way, too. 

Mr. AnsHeN. Yes; the most inequitable way, too, and it is not a 
sane way. We tried to get all of the counsel from the people who 
knew, to apply a selective cut-back. For example, we cut back 
commercial construction very heavily. We made a separate deter- 
mination of steel for commercial construction as against industrial 
construction. We applied a smaller cut-back against industrial 
construction. 

We knew that in turn the Facilities and Construction Bureau of 
NPA, which is directly responsible for breaking our total construction 
figure down by steel, aluminum, chemicals, general industrial equip- 
ment, and other types of construction, would try to apply a selective 
cut-back. They supported—and I believe this is correct—the 
aluminum program at full requirement, because that was our most 
urgent and immediate need, because of the aircraft-program expansion. 
They have tried to support steel at a higher rate than other types of 
construction which can be deferred. Neus of this is unessential. 
We are simply dealing with things that can be deferred without too 
great damage. 











132 SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 


For example, we ourselves cut back public roads very heavily, 
because we felt that highways could be deferred. 

Mr. McKinnon. Our time is limited, but I want to get this, because 
it bears on legislation that will come up today on the floor of the House, 
on the allocation of building materials, home-building materials. 
There are certain shortages in aluminum, copper, and steel that enter 
into various pictures in housing. Under your CMP plan, as I under- 
stand it, the builder is not being limited, but will there be availability? 
Are you placing that high on your priority list to insure construction 
of homes, particularly in defense areas, and elsewhere throughout 
the country, so that home building will fare better than automobiles 
for private use? 

Mr. Ansuen. So far as residential construction goes, we had a 
statement of requirements from the Housing and Home Finance 
Agency. 

Mr. McKinnon. Based upon 850,000 homes? 

Mr. AnsHen. Actually it was based on a little bit higher rate. 
The rate of construction of homes in the first 6 months, the rate of 
new starts, was at a higher rate than would have yielded 850,000 for 
the full year. Now, they are handling that construction—— 

Mr. McKinnon. Are you sure of those facts? 

Mr. ANnsHEN. | believe so, sir. 

Mr. McKinnon. Well, they have not been measuring up to that. 

Mr. Ansuen. I will be glad to check that and make a statement for 
the record. 

Mr. McKinnon. From 40,000 to 50,000 to 60,000 starts a month, 
and, of course, it has blossomed up in June, on account of public- 
housing commitments, but the average ratio does not average it any- 
where near a ratio of 850,000 homes for the coming year. 

Mr. Ansuen. I should like to check that and report on it. I was 
informed by our staff that for the first 6 months of this year, on an 
annual rate, the number of starts, if continued, would have yielded a 
higher figure. 

Mr. McKinnon. Higher than 850,000? 

Mr. AnsHen. Higher than 850,000. 

Mr. McKinnon. All right. 

(Additional figures included in testimony August 15, 1951.) 

Mr. Ansuen. Now, the Housing and Home Finance Agency made 
a request to us for materials for the fourth quarter. They propose to 
handle whatever allotments we give them in two ways. First, they 
don’t want individuals who are putting up one- or two-family houses 
to have to file a piece af paper in order to get materials to construct. 

Mr. McKinnon. I understand how the CMP will operate. We 
have to get going. 

Mr. Burron. Might we take this up tomorrow? I am sorry, but 
we have had the second call, and we appreciate very much your 
statement before us. Would it be possible for you to return with us 
at 10 o’clock tomorrow morning? 

Mr. ANsHEN. Yes, sir. 

Mr. Burron. Very well. We will meet in the Banking and Cur- 
rency Committee room tomorrow, and if all you gentlemen will be 
present we will continue from this point. 

Mr. Ansuen. We will be there. 

Mr. Burron. Very well then, 10 o’clock tomorrow morning. 

(Whereupon, at 11:30 a. m., Subcommittee No. 3 adjourned, to 
reconvene at 10 a. m. Wednesday, August 15, 1951.) 
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PROBLEMS OF SMALL BUSINESS UNDER THE 
CONTROLLED MATERIALS PLAN 


WEDNESDAY, AUGUST 15, 1951 


Houser or REPRESENTATIVES, 
SUBCOMMITTEE No. 3 OF THE 
Sevect Commirrere To Conpuct A STuDY AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BusINEss, 
Washington, D. C. 


The subcommittee met, pursuant to adjournment, at 10 a. m., in 
room 1301, New House Office Building, Washington, D. C., Hon. 
Clarence G. Burton, presiding. 

Present: Representatives Burton (presiding), Clinton D. McKin- 
non, R. Walter Riehlman, and Horace Seely-Brown, Jr. 

Also present: Victor P. Dalmas, executive director, Arthur F. 
Lucas, Duncan Clark, and Jeremiah T. Riley, of the staff. 

Mr. Burron. We will call the meeting to order. 

Mr. Anshen, we will be glad to have you continue with your 
testimony. 


STATEMENT OF MELVIN L. ANSHEN, ASSISTANT DEPUTY 
ADMINISTRATOR FOR PROGRAM AND REQUIREMENTS, DE- 
FENSE PRODUCTION ADMINISTRATION; GEORGE A. STEINER, 
DIRECTOR, REQUIREMENTS COMMITTEE STAFF, “UFFICE OF 
PROGRAM AND REQUIREMENTS, DEFENSE JRODUCTION 
ADMINISTRATION—Resumed 


Mr. Ansuen. Mr. Chairman and members of the committee: 
There were questions raised in the testimony yesterday about a couple 
of points, one with respect to comparisons pre-Korea and for the fourth 
quarter for major segments of the economy, and the other with 
respect to residential construction for this vear. 

Our staff has been able to put together some figures overnight which 
we will be glad to talk about briefly at this time, if you would care 
to have us do so. 

Mr. Burton. I think it would be appropriate to do that now. 

Mr. Ansuen. I might repeat, as I said vesterday, that we have 
some difficulty in getting as much detail as we would like, and as we 
know vou would like to have, because of the gaps in peacetime 
statistics. 

Nevertheless, we can show these rough comparisons. In the case 
of the military and the Atomic Energy Commission, the average 
quarter 1950 total steel consumption, including components, which 
they do not allot directly, was 325,000 tons. For the fourth quarter 


1951, that figure goes up to 2,800,000 tons. 
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I am going to round out all of these numbers, and I will present a 
table within a few days for the record that shows all of this much 
more accurately than I can give it to you this morning. 

Now, let us look at some of the defense-supporting areas. Rail- 
roads—and I am including here the locomotives, the freight cars, and 
the maintenance and repair of the railroads—the average quarter 1950 
was about 1,155,000 tons of steel; for the fourth quarter 1951, we had 
requirements submitted to us of 2,500,000 tons of steel, and we have 
made allocations of close to 1,900,000 tons. 

In the case of trucks and busses— I am not including passenger cars 
in this figure, but just trucks and busses—for the average quarter 
1950 the consumption of steel was about 800,000 tons. The require- 
ments for the fourth quarter 1951 went up to 850,000 tons, and we 
allotted about 790,000 tons. 4 

I might add that in that allotment we have taken steps to cut back 
on the production of light trucks used typically for commercial pur- 
poses and to encourage and expand the production of heavy trucks, 
which play a much more important part in construction uses and in 
military uses. 

Mr. Serery-Brown. Excuse me. In other words, you will have the 
same amount of steel available for the construction of heavy trucks 
for the fourth quarter as you did in the previous year? In other words, 
you have allocated enough? 

Mr. AnsHEN. About the same amount of steel for all trucks, but 
with a much greater emphasis on the heavy as against the light com- 
mercial variety. 

Mr. Srety-Brown. So, there will be no cut-back on that part of 


the program. 

Mr. Senet: That is right. 

In the case of the petroleum and gas industries, and I am including 
the production, the refining, the transportation, and the marketing, 
for the average quarter 1950 the steel usage was about 1,600,000 tons. 
They presented to us requirements for more than 2,100,000 tons, and 
our final allotment was 1,600,000, so we have allotted them just about 
what they had in the average quarter of 1950. 

I might add at that point that the Petroleum Administration which 
is responsible for the distribution of that allotment among their various 
programs have chosen to cut back on steel for natural gas pipelines 
and use increased amounts for their petroleum refinery and pipeline 
operations. 

Mr. Seety-Brown. May I interrupt again? 

Mr. Burton. Go right ahead. 

Mr. Seety-Brown. In connection with that, sir, do you know if 
there has been a cut-back in the steel which has been allocated for the 
construction of pipelines to pipe natural gas into New England? 

Mr. AnsueEn. I don’t know but I will be glad to find out for you. 
I know there has been a cut-back, in general, and this is based upon 
discussions I have had with Mr. Bruce Brown, the Deputy Adminis- 
trator of PAD, and they have decided because of the curtailed amount 
of steel available in relation to their stated requirements to halt any 
construction, to put a stop to that new pipeline construction, and to 
complete only those pipelines which were well under way and which 
were designed to serve important military connected uses. 

I will have to check on that in order to get the details of any par- 
ticular pipeline. 
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Mr. See.y-Brown. I would appreciate it if you could get that for 
the record. 

Mr. ANSHEN. Yes, sir. 

(The following information was submitted on August 30, 1951:) 

The Petroleum Administration for Defense informs us that the rate of con- 
struction of one gas line into the New England area has been slowed up because 
of limitations on the pipe supply. The line in question is a parallel loop to con- 
nect existing New England lines. The terminus is Jersey City, N. J. This line 
was optimistically scheduled for completion in the second quarter 1952 but is 
now scheduled for completion in the third quarter 1952. No construction of 
natural gas pipelines into the New England area has been stopped. 

Mr. Burrown. Is it not the case that pipeline construction in the last 
year or two has been abnormally high? 

Mr. AnsHEN. In 1950 it was unsually high. In fact, the whole 
natural gas industry in the last 4 or 5 years has been expanding at a 
very rapid rate, and it is displacing other types of fuel. We felt that 
that was one area where in the present emergency the rate of expansion 
could be slowed up without a serious impact upon the defense program- 
and they agreed with us on that. 

In the case of the electric power construction program the steel uses 
for the average quarter 1950 were about 225,000 tons. They sub- 
mitted requirements for the fourth quarter of 340,000 tons, and we 
have allotted them about 290,000 tons, which is roughly halfway 
between the 1950 usage and their stated requirements for the fourth 
quarter. 

In the case of containers, and I am including there all types of con- 
tainers, the metal drums and barrels and kegs, the usage of steel in 
the average quarter of 1950 was just under 1,500,000 tons. They 
had requirements for the fourth quarter of 1951 for close to 2 million, 
1,970,000 tons, and we were able to allot about 1,600,000, which again 
is more than they used in the average quarter of 1950, reflecting among 
other things increased sesleahtiaal production and requirements for 
packaging perishable foods, as well as petroleum and chemical prod- 
ucts, less than they asked for, which has compelled the issuance of 
conservation orders limiting the use of tin cans for certain types of 
nonperishable products and nonfood products. 

In the case of building equipment and hardware, building hardware, 
the usage in the average quarter of 1950 was about 2,290,000 tons of 
steel. They had substantially curtailed requirements for the fourth 
quarter of 1,400,000 tons, and we were able to give them a little over 
1,000,000 tons of steel. 

Mr. Seety-Brown. What kind of building does that refer to? 

Mr. AnsHeNn. That refers to all kinds of building equipment, all 
kinds of fabricated products that go into buildings, the hardware, the 
conduit, the flues, the sidings, and that kind of thing. 

Mr. Srety-Brown. I am concerned, because of the interest that 
all of us have in the defense-housing program, and the question in my 
mind is whether or not we are going to be able to allocate sufficient 
materials to meet the demands. 

Mr. AnsHEN. I want to speak about that ina moment. That was 
the second point raised yesterday. 

Mr. McKinnon. That is more than a 50-percent cut. 

Mr. ANSHEN. As against the average quarter 1950, but actually it is 
a much smaller cut against submitted requirements. 
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Mr. McKrynown. I know, but some fellows will pad their accounts 
and other fellows will give you an honest appraisal. 

Mr. Ansuen. These were not requirements submitted by manu- 
facturers, but these were the requirement estimates prepared for us 
by the industrial division of NPA. 

Mr. McKinnon. Well, they will do the same thing with the budg- 
et, too. 

Mr. Ansuen. That is one of the jobs we have to do, to squeeze the 
padding out. 

Mr. McKrynon. Last year we built 1,400,000 units of housing, and 
this year we hope to hit about 850,000 units. 

Mr. Ansuen. I think we will get up a higher figure than that. 

Mr. McKuynon. I don’t see how. We won't get up to any higher 
figure because we are not doing it right now, but the point is that you 
are not going to cut on your hardware unless you have found another 
way of doing it. I mean, you have cut down more than 50 percent 
in your hardware, and your building supplies, and yet you expect to 
get more than 850,000 houses. It just does not add up. 

Mr. Ansuen. We expect to, and I have been able to find some 
indication that the home builders expect to have ample supplies. 

I would like to speak about that in a moment, if lmay. I checked 
that overnight. 

Mr. McKinnon. Why not do it now? 

Mr. Ansuen. Right now? 

Mr. Burton. Yes; go right ahead. 

Mr. Ansuen. All right. I have checked the figures on residential 
construction for the first half of this year and I find the following: 

For the first 6 months of this year the total number of new nonfarm 
units started was 575,300. That included for January, 85,900; 
February, 80,600; March, 93,800; April, preliminary estimate, 88,000; 
May, preliminary estimate by the Department of Labor, 97,000; 
and June, when the figure, as you pointed out yesterday, went up 
because of some public housing, 130,000. 

It is expected by our staff that the total residential construction 
for the year will be in excess of 850,000 including the cut-back for the 
fourth quarter. We expect that it might be as high as 950,000. 

{ noticed in the New York Herald Tribune of August 12 a story 
quoting from a newsletter addressed by Frank Cortwright, vice 
president of the National Association of Home Builders, to members 
of the association the following statement, and he reports: 

Generally favorable outlook for home building under new NPA regulations, 
including lerge inventory of mate-ial. 


Mr. Cortwright declared that: 


Contrary to persistent rumors these NPA regulations are consistent with the 
administration’s goal for housing. 

The Herald Tribune article went on to say: 

In some quarters last week reports were headlined that steel and copper allo- 
cations for from one-family to four-family houses, under the new control system, 
would be entirely inadequate for typical small house and home building, and it 
would soon be brought to a calamitous standstill. But as previously pointed 
out by the Herald Tribune data compiled by the National Association of Home 
Builders, it indicates that new automatic self-authorization allotments are just 
about exactly those required for the average house under current construction 
practices, or possibly a shade higher. 
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Mr. McKinnon. Now, I do think your CMP plan to put the small 
builder on a good footing appears, from a superficial examination, 
to be a very intelligent way of going at it, and it eliminates a lot 
of the paper work for small contractors. 

Let me point out that when you start talking about supplies and 
your CMP allocations, it is a good mechanical form for the con- 
tractor to operate under in getting what he needs, but unless you 
fellows on down the line, anticipating the need 6 months from now, 
make sufficient allocations in steel right now and copper right now to 
process into hardware and into other items that go into housing, 
your form of CMP will not be workable because they will not have 
the type of things they need to put into houses 6 months from now. 

One is a form and the other is the substance, if you understand 
what I am driving at. 

Mr. Ansuen. I follow you. 

Mr. McKinnon. Now, if you are taking last year’s base of allo- 
cations of steel at 2 million plus—I have forgotten what the figure 
was, two million five or two million four——- 

Mr. ANsHEN. It was about two million two, almost two million 
three. 

Mr. McKinnon. And you cut it down for the fourth quarter to 
1 million tons even. You have made a far bigger cut than the 
housing rate is cut. 

Mr. Ansuen. That is right. 

Mr. McKinnon. And you will run into a bottleneck later on, 
unless you make allocations now for the fourth quarter and succeeding 
quarters that anticipate a rate of building that we are experiencing 
for this year. 

This year perhaps will be one of the tough years in home building, 
because your mortgage market has dried up, and a lot of the starts 
were financed last year. Now, where 1 got myself mixed up yesterday 
in my statement that the starts were running from about 40,000, 
50,000 to 60,000 a month, was on finance commitments, and the 
additional between my figure and your figure is houses that have 
been committed for financing maybe 6, 8, or 10 months ago, but we 
are running into finance difficulties now that are going to slow down 
our rate of building for a few months. 

But with this new House bill coming out, with a provision for pre- 
commitment mortgage take-outs and with other things we are doing 
to stimulate building in defense areas, we will have that continued 
rate of 850,000 or 950,000, but your proportionate cut-down on steel 
is greater than the proportionate cut-down on housing, and we will 
come to a shortage if we continue that sort of allocation. 

Mr. AnsHen. I would like to say, Congressman, that it is certainly 
not our purpose in any part of this allocation procedure to have any 
kind of unbalance, either of components and end products, or of 
houses and the necessary equipment. 

If we have made a mistake—— 

Mr. McKinnon. I am not doubting your intentions at all, I know 
they are of the highest. 

Mr. AnsHEN. Well, I just want to add this, if we have made an 
error here or elsewhere, we have tried to provide against the vr ag, | 
impact of such an error in two ways: First, we have held back, as 
pointed out yesterday, a reserve of controlled materials amounting 
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to about 5 percent of the supply, in anticipation of having to deal 
with mistakes in judgment and changes in programs that occur after 
the time we have made the basic allocation. 

We have scheduled a meeting of the Requirements Committee for 
Friday afternoon of this week, and at that time we will hear appeals for 
allocations from that reserve which are coming to us from a number 
of the NPA industry divisions. 

I have no doubt that if the Building Equipment Division Director 
and his associates feel, as they may, that the cut-back applied was too 
severe in terms of the permitted uses of this type of equipment going 
into housing and other things of construction, they will place their 
appeal before us and I assure you that we will try, as best we can, to 
deal with it equitably. 

Mr. McKinnon. Well, the steel that you are allocating today will 
probably not go into housing until next March, April, or May? 

Mr. Ansuen. It is still delivered in the fourth quarter; we are 
allocating the fourth quarter supply. 

Mr. McKinnon. While you are allocating the fourth quarter sup- 
ply, nevertheless by the time it is processed and gets into manu- 
facture, it will be nearly June before it goes into housing? 

Mr. AnsHen.. Yes, sir. 

Mr. McKinnon. So your decision today influences housing 6, 8, 
or 10 months away? 

Mr. AnsHen. That is right. 

Mr. McKinnon. We know from our experience in home building 
that about the No. 1 thing that is impeding the war effort in the matter 
of labor in critical labor areas ‘s the lack of housing. 

A certain type of labor may be short, that they cannot bring in, 
and it would be labor that would not be available simply because they 
have no housing for the people they bring into the area. So housing 
plays an important part in the defense — 

Mr. AnsHEN. I agree with you completely. 

Mr. McKinnon. Far more so than automobiles or refrigerators, or 
some of the other kind of things that are nice to have but not quite as 
indispensable as shelter. 

Mr. AnsHEN. I agree with that, sir. 

Mr. Burton. You have mentioned that you are having a meeting 
of your Requirements Committee when? 

Mr. Ansuen. Friday afternoon of this week. 

Mr. Burton. Who constitutes that committee? 

Mr. AnsHEN. That committee is made up of a group of advisers 
from every major material consuming area in the economy. 

They include: 

One representative for military requirements, and he is the Chairman 
of the Munitions Board, Mr. J. D. Small; 

One representative who advises us on petroleum and gas require- 
ments, and he is Mr. Bruce Brown, who is the Deputy Administrator 
for the Petroleum Administration for Defense; 

One on agriculture, and he is Mr. Geissler, who is the Administrator 
of the Production and Marketing Administration in the Department 
of Agriculture; 

One from transportation, and he is Mr. Rensel, who is the Under 
Secretary of Commerce for Transportation; 
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One for industrial production, and until recently he was Mr. 
Fleischmann, who is now the Administrator of NPA, and since Mr. 
Fleischmann, who is now a very busy man, his new replacement will 
be Mr. Dean Bowman, who is Assistant Administrator of NPA for 
Policy Coordination; 

One for construction, Mr. Frank Creedon, who I understand is 
going to testify here shortly. He is Assistant Administrator for NPA 
for Facilities and Construction. 

One for foreign policy—there we are not dealing with the material 
consumption area but we have three important areas, foreign policy, 
economic stabilization, and labor. In foreign policy the member of 
the committee is Mr. Willard Thorp, Assistant Secretary of State, I 
believe, for Economic Affairs. 

For economic stabilization, the committee member is Mr. Griffith 
Johnson, who is one of Eric Johnston’s prime assistants. 

For labor requirements the committee member officially is Mr. 
Frank Graham, formerly United States Senator, but he is now in 
India, as I believe you know, and Mr. Robert Goodwin, one of his 
principal assistants, is sitting on the committee for him. 

Then we have an adviser to civilian requirements, Mr. Louis Weiss, 
who is Assistant Administrator for Civilian Requirements in the NPA. 

We have one for mines and mining, and until recently he was Mr. 
Boyd, the Administrator of the Defense Minerals Administration. 

We have one for public utilities, and at the present time the com- 
mittee member is Mr. Searle, who I think, is Under Secretary of the 
Department of the Interior. 

I believe that is the list. There are about 12 members of the 
committee. 

Mr. Burton. That is a very impressive group. Is that an advisory 
committee or does that committee make program decisions? 

Mr. AnsHEN. The responsibility for making the actual allotment 
decisions is the chairman’s responsibility. The committee is an 
advisory group but I assure you that we use them intensively beceuse 
we know that these decisions are so intricate, so complex, and so im- 
portant in their imapct upon the economy that we do not want to 
make them without getting the best advice we can. 

We use not only them, therefore, but their staffs as well as our 
staffs. We do not make these decisions in a hurry. 

Mr. Burton. Then the responsibility for decisions is now with Mr. 
Trigg? 

Mr. AnsHen. It is with Mr. Trigg. 

Mr. Burton. And it formerly was with you? 

Mr. AnsHEN. Yes. I would like to enlarge on that for a moment, 
if | may. 

Mr. Burton. Certainly. 

Mr. AnsHen. Mr. Wampler, who may have testified before vou in 
the spring, I don’t remember, who was the vice president of the Ameri- 
can Telephone & Telegraph Co. in private life, hed the responsibility 
for about 6 months, terminating at the end of June. He then had to 
go back to the telephone company. 

Pending the appointment of his successor, who turned out to be 
Mr. Trigg, I was Acting Deputy Administrator for Program and Re- 
quirements, and in that job I was also serving as chairman of the 
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requirements committee, from July 1 until about 5 days ago, when 
Mr. Trigg was named. 

I was therefore chairman when the fourth quarter determinations 
were made, which I have described. Mr. Trigg is now the chairman 
of the requirements committee. 

Mr. Burton. And the decisions rest entirely with him? 

Mr. AnsHen. He is responsible; yes, sir. 

Mr. Burron. Is there an appeal from that, is there any court of 
last resort? 

Mr. Ansuen. Any claimant appeal? 

Mr. Burton. Yes. 

Mr. Ansuen. There is no formal avenue of appeal beyond the 
requirements committee but, obviously, any claimant may, if he 
wants, and some claimants do, address an appeal to Mr. Fleischmann 
and beyond there to Mr. Wilson, and on occasion some claimants 
have done so. 

I think in general the attitude of both Mr. Fleischmann and Mr. 
Wilson has been that the requirements committee, and the require- 
ments committee staff, are in the best position to evaluate all claims 
and that except in rare and extraordinary cases it simply is not good 
administrative practice to deal individually with an appeal at either 
Mr. Fleischmann’s or Mr. Wilson’s level. 

The reason for that, | think, can be readily understood. You have 
to look at all of these programs at the same time. You have to add 
up all the requirements in common language, steel, copper, and 
aluminum, and balance them against the supply. 

If you look at them one by one, and every one of them is certainly 
meritorious, you are strongly tempted to say, “Yes, this is an im- 
portant thing, we should do it.” And that in effect was what the 
NPA was doing all last spring when they had the DO system in 
operation. 

When Mr. Wilson or Mr. Fleischmann have to look at one of these 
appeals by itself he cannot possibly evaluate the impact of saying yes 
to that appeal on all of the other programs, so in general the attitude 
has been that it should be taken back to the requirements committee, 
and they should sit down there and talk it out and see what should be 
done 

Mr. McKinnon. You do not have the appeal system that you used 
to have in the War Production Board? 

Mr. ANsuen. Yes; there is such an appeal board that applies to 
individual companies, sir. Individual companies have an appeal pro- 
cedure from any allotment which is made to them, and such a board 
now exists in NPA. I am talking about a claimant agency appeal for 
a whole program. 

Mr. McKinnon. But vou do have an individual. appeal board? 

Mr. Ansuen. Yes. There is in NPA. 

Mr. \MicKinnon. That has power over the director of the—— 

Mr. Ansuen. Of the industry divisions, that is right. They car 
adjust any allotment made to an individual company, if it appeals. 

Mr. McKinnon. Under Dr. Holcomb that worked very well the 
last time, did it not? ‘ 

Mr. Ansuen. Yes. There is a similar procedure now. I can find 
out for you as to just what it is, but I cannot describe it in detail now. 
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(The following information was submitted on August 30, 1951:) 


NPA General Administrative Order No. 19 establishes the Appeals Board and 
its functions. NPA Regulation 5 covers the appeal procedure and the basis for 
appeals. 

U. S. DEPARTMENT OF COMMERCE 


NATIONAL PRODUCTION AUTHORITY 


ADMINISTRATIVE MANUAL 
GENERAL ADMINISTRATIVE OrvDER No. 19! 


Date of issuance April 30, 1951 
Effective date April 30, 1951 
Subject: Establishment cf the Appeals Board. 


Sec On ie Purpose 
.01 To establish the Appeals Board of the National Production Authority 
Section 2. Authority 
01 There is hereby established an Appeals Board consisting of three members 
appointed by the Administrator who designates the chairman. 
02 The Board is hereby authorized and directed to: 
1 Consider appeals from denial, by operating offices and bureaus of the 
Authority, of an adjustment or exception to provisions of an order or 
regulation which are properly referred to the Board 
2 Render decisions which shal! be final 
3 Issue rules of procedure governing the presentation of appeals to the 
Board 


$f Establish such standards as may be necessary to perform its mission 


5 Issue subpenas requiring the submission of records, or other informa- 
tion, or the taking of the sworn testimony of any person. 

(1 (ny member of the Board may issue a subpena, to compel the 
submission of re¢ rd or other information rthe appearance of 
anv person a@t a hearing before the Board to give sw rn testimony, 
é d n rdminist r the oat! ; 

03 For administrative purposes, the Board is attached to the Office of the 


Administrator 





Section 3. Appointn ent a? Functions of Board Secretary 

01 The Chairman shall appoint a secretary to serve the Board 

.02 The Secretary she 
1 Establish such administrative and clerical staff as may be required 
2 Prepare material for presentation to the Board 
3 Make arrangements for hearings 
} Process decisions rendered by the Board 
5 Keep appropriate records 


6 Prov ide stenograp! ic and clerical! sery ice fi r the Board 
I 


section 4 Ke rPOCALLON ; : 

01 All other orders or parts of orders, the provisions of which are inconsistent 
or in conflict with this order, are hereby amended or superseded according! 
Seclion 5. Effective Date 

.01 This order is effective April 30, 1951. 

MANLY FLEISCHMANN, Administrator. 


! Later changed to 16,02 


87918—51—pt. 1——-10 
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Reg. 5 
As amended Aug. 29, 1951 


U. S. DepartTMENT or CoMMERCE 
NATIONAL PropucTION AUTHORITY 
TITLE 32A—NATIONAL DEFENSE, APPENDIX 


Cuaptrer VI—NaATIONAL PropuctTion AutTHority, DEPARTMENT OF 
CoMMERCE 


[NPA Reg. 5as amended August 29, 1951] 
REG. 5-——APPEALS 


This regulation as amended is found necessary and appropriate to promote 
the national defense and is issued under the authority granted by the Defense 
Production Act of 1950, as amended. Consultation with industry representatives 
in advance of the issuance of this regulation as amended has been rendered 
impracticable by the fact that the regulation applies to all trades and industries. 

This amendment affects NPA Reg. 5, dated April 25, 1951, in the following 
respects: It amends paragraph (a) of section 2 to permit an appeal to the NPA 
Appeals Board from the decision on an application for adjustment or exception 


from NPA action taken on an application for a CMP allotment or an alloc ation 
authorization; amends paragraph (c) of section 2 and subparagraph (2) of section 
t (b) to conform to the amendment to paragraph (a) of section 2; adds a new 
paragraph (d) in section 2 defining “CMP allotment” and “allocation authoriza- 
tion’’; adds a new paragraph (a) in section 5 to provice that in any case in which 
the NPA Appeals Board determines that relief is justified. it will grant appropriate 
relief to the extent permitted by the availability of materials; and makes certain 
other changes of a technical or clarifying nature. As so amended, NPA Reg. 5 
reads as follows: 2) ee 


ce 
What this regulation covers 
Grounds for appeal 
NPA Appeals Board 
Rules for filing appeals 
Decisi nye 
Procedures of the NPA Appeals Board. 
Hearings by the NPA Appeals Board 
8. Presentation of case at a hearing. 
S. Interested parties 
AuTHORITY: Sections 1 to 9 issued under sec. 704, 64 Stat. 816, as amended; 50 U. 8. C. App. Sup, 2154. 
Interpret or apply sec. 101, 64 Stat. 799, as amended; 50 U. 8. C. App. Sup. 2071; sec. 101, E. O. 10161, Sept. 9, 
1950, 15 F. R. 6105; 3 CFR, 1950 Sup.; sec. 2, E. O. 10200, Jan. 3, 1951, 16 F. R. 61. 


rains Who — 


Section 1. What this regulation covers. This regulation specifies the he gol 
procedure of the National Production Authority and the operations of the - i 
Appeals Board. It does not apply to appeals from suspension orders issued, « 
other action taken in connection with compliance proceedings. 

Sec. 2. Grounds fer appeal. Orders and regulations issued by NPA provide 
for applications for adjustment or exception. Such an application is granted or 
denied on the decision of the NPA official administering the particular order or 
regulation. 

(a) Any person who has filed an application for adjustment or exception 
requesting relief from a provision of an order or regulation issued by NPA, and 
any person who has applied to NPA for a CMP allotment or an allocation au- 
thorization pursuant to an order or regulation issued by NPA and who has there- 
after filed an application for adjustment or exception requesting relief from the 
action taken on his ai a for a CMP allotment or an allocation authoriza- 
tion, mav appeal to the NPA Appeals Board from the decision on his application 
for adjustment or exception, upon the ground = such decision: 

(1) Works an exceptional and unreasonable hardship on him which is not 
suffered generally by others in the same trade or hae tare or in the same relative 
position; or 
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(2) Results in unreasonable discrimination against him: or 

(3) Is not in the public interest or the interest of the national defense. 

(b) If a person has new and substantial facts to submit which were not in- 
cluded in his application for adjustment or exce ption, he should not file an ap- 
peal to the NPA Appeal Board, but first should apply to the NPA official admin- 
istering the applicable order or regulation for reconsideration of his application 
for adjustment or exception upon the basis of these new facts. ‘Then, if the re- 
consideration does not result in a decision satisfactory t»> him, he may file an 
appeal on the grounds stated in paragraph (a) of this section. 

(ec) An application for reconsideration may not be made more than 30 days 
after the date of the NPA decision with respect to the application for adjust- 
ment or exception except that, in the case of a decision made before the effective 
date of this regulation, as amended, with respect to an application for adjust- 
ment or exception requesting relief from the action taken on an application for 
a CMP allotment or an allocation authorization, such application for reconsider- 
ation may be filed within 30 days after the effective date of this regulation, as 
amended. 

(d) As used in this regulation, “CMP allotment” means an authorized produc- 
tion schedule and a related allotment of controlled materials or an authorized 
construction schedule and a related allotment of controlled materials; and “al- 


location authorization” means an authorization to de ‘liver, accept delivery, or 


use & ‘specified quantity of a particular material. 

Sec. 3. NPA Appeals Board. The NPA Appeals Board is established as an 
impartial body consisting of three officials of the NPA. It acts as the final 
agency authority in considering appeals permitted under section 2 of this regula- 
tion. 

Sec. 4. Rules for filing appeals—(a) Form of appeal. An appeal is instituted 
by the filing of four copies of a written notice, the original of which will be signed 
by the appellant or his authorized representative, setting forth: 

(1) The name, address, and business of the appellant. 

(2) The nature of the NPA action appealed from, including, but not limited 
to, its date, case number, and the order or regulation under which it was taken 

(3) The grounds of appeal. 

(4) A copy of the documents evidencing the NPA action from which the appeal 
is taken. 

(5) If the appellant requests a hearing, the notice of appeal should so state. 

(b) Filing of appeal. (1) The notice of appeal shall be filed with the Secretary 
of the NPA Appeals Board, Office of the Administrator, National Production 
Authority, Washington 25, D. C. A notice of appeal shall be considered filed 
when it is delivered to the office of the Secretary. 

(2) A notice of appeal may not be filed more than 45 days after the date of the 
NPA decision with respect to the application for adjustment or exception except 
that, in the case of an appeal from an NPA decision made before the effective 
date of this re gulation, as amended, on an applic ation for adjustment or exception 


requesting relief from the action taken on an application for a CMP allotment 


or an allocation authorization, the notice of appeal may be filed within 45 days 


after the effective date of this regulation, as amended. 

(ce) Additional data. The NPA Appeals Board may request the filing of addi- 
tional data whenever it considers it necessary. 

Sec. 5. Decisions. (a) In any case in which the NPA Appeals Board deter- 
mines that relief is justified, it will grant appropriate relief to the extent permitted 
by the availability of materials. 

(b) The decision of the NPA Appeals Board shall be made by a majority vote 
of its members. In the event of a tie vote, the appeal shall be considered to be 
denied. 

(c) The decision of the NPA Appeals Board shall be final. Decisions may be 
reconsidered in the discretion of the Board. 

(d) The NPA Appeals Board shall not be required to furnish written opinions. 
_(e) Every party to an appeal shall be notified in writing of the decision of the 
NPA Appeals Board. 

Sec. 6. Procedures of the NPA Appeals Board. The Board will issue and publish 
rules of procedure from time to time. 
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Sec. 7. Hearings by the NPA Appeals Board. In its discretion, the NPA 
Appeals Board may hold a hearing on any appeal, either upon its own initiative 
or upon request by the appellant. The appellant’s case is not prejudiced by the 
fact that he does not request a hearing. Hearings by the Board shall be public 
unless otherwise ordered by the Board. If a hearing is to be held, the NPA 
Appeals Board will fix the date, time, and place, and will notify the appellant 
thereof 

Sec. 8. Presentation of case at a hearing. The NPA Appeals Board is not a 
judicial body. Hearings before the Board are informal. It is not required that 
the appellant be represented by counsel, but he may be if he desires. If he is 
represented by counsel but is not present at the hearing, the appellant must notify 
the NPA Appeals Board in writing that he has authorized counsel to represent 
him at the hearing and has furnished counsel with the information necessary for 
presenting the appellant’s case. Any misrepresentation of fact, or any withholding 
of fact, is punishable under the applicable Federal statutes. 

Sree. 9. Interested parties. In the discretion of the NPA Appeals Board, inter- 
ested persons or Government agencies, offices, or departments, may intervene as 
parties to an appeal, to the extent determined by the Board. 

This regulation, as amended, shall take effect on August 29, 1951. 

NATIONAL Propuctrion AvuTHoRrITy, 
MANLY FLEISCHMANN, Administrator. 

Mr. Burton. I gather that while the responsibility for the program 
is entirely with the chairman, that the committee that you have named 
as an advisory committee, that their views are taken into account, 
and there is close consultation? 

Mr. Ansuen. Yes. We take their advice most seriously. I might 
add, in addition to the requirements committee, whose members as 
you know are important Government officials and cannot meet every 
day on the issues, and they meet about once a week 

Mr. Burton. Yes. [am surprised that you can get them together 
at all. 

Mr. Ansuen. Well, we get them together about once a week. But 
we do have in addition to that a program adjustment committee, 
which is the principal subcommittee of the requirements committee 

This program adjustment committee includes the alternates to the 
members of the requirements committee. They are their principal 
subordinates and this committee meets much more frequently. 

lor example, when we were making the fourth-quarter determina- 
tions, which I described vesterday in my testimony, I pointed out 
that the program adjustment committee met morning and afternoon 
for five consecutive days. We were locked in a committee room for 
8 hours a day for 5 days, goirg over the program, every program in 
the greatest possible detail, reading staff reports and examining bases 
for the requirements. 

It was the recommendations of that group that went for ultimate 
consideration to the requirements committee, which itself met for 
3 days. 

Mr. Burron. While we are on the subject of organization, are there 
any other questions? 

Mr. McKinnon. I have none. 

Mr. Rrewiman. Well, I hesitate to ask because you have probably 
covered many of the questions that I have in my mind in respect to 
the organization. Go ahead. 

Mr. Burton. While we are on organization, Mr. Dalmas, have you 
further questions on that? 

Mr. Datmas. No; thank you. 

Mr. Burton. Well, we will proceed then. 
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Mr. Seety-Brown. Could we go back to where we were before 
we started talking about housing, where you were reading the alloca- 
tions? 

Mr. Ansuen. Yes; I have a few more categories to give. 

Mr. Srety-Brown. Yes; | would appreciate that. 

Mr. Ansuen. Farm machinery and equipment. 

Mr. Seety-Brown. That is what I am especially interested in. 

Mr. AnsHEN. In the average quarter for 1950 the steel consumption 
in farm machinery and equipment was about 680,000 tons. We had 
somewhat lower requirements for the fourth quarter given to us, they 
were just under 650,000 tons, reflecting some seasonal decline, and the 
1950 figure was an average quarter. We actually made an allotment 
of about 530,000 tons, which was less than the average quarter of 
1950. 

I might say with respect to farm machinery that, as you may know, 
the manufacturers of farm machinery and equipment have been pro- 
ducing that type of equipment at an unparalleled rate for the last 
4 or 5 years. We have mechanized our farms to a degree that was 
never known before and we have therefore found it (a) necessary, and 
(b) feasible, to cut back somewhat on their allotments of steel. 

I might add that they are not happy with this and I know in advance 
that one of the appeals we are going to have to consider on Friday 
will be an appeal from the Farm Mac ‘hinery Division for more steel. 

Mr. McKinnon. At the same time, the cut-back on housing has 
been deeper than the cut-back on farm equipment, has it not? 

Mr. Ansuen. The cut-back on housing, you mean housing itself? 

Mr. McKinnon. Building and hardware. 

Mr. ANsHEN. Yes; and that was a deep cut-back. 

Mr. Burton. In this farm equipment you have a very definite 
trend, and instead of it being temporary, I expect that the consump- 
tion there is going to continue for quite a long period. 

Mr. AnsHEN. I am sure of that. One thing we have in mind is 
that these decisions are made for one quarter at a time. Sometimes 
we find ourselves having to make a temporary adjustment down- 
ward that we hope we will be able to make up ‘in future quarters, as 
the supply of steel and other materials expands. 

Mr. Rresaitman. Mr. Chairman. 

Mr. Burton. Mr. Riehlman. 

Mr. Rresiman. Isn't it true, and I think it follows your question to 
a degree, that with the farms highly mechanized today, the demand for 
steel is going to be greater in the future than right at the present time 
for the farming industry? 

Mr. ANnsHEN. In the case of repair parts, that is certainly true. 

Mr. Rrestman. What about new equipment? 

Mr. ANsHEN. I am quite sure that as the chairman pointed out 
there will continue to be a high demand for new equipment, although 
we have a great deal of indication, and many trade papers have pointed 
this out, that the demand for new farm equipment has been slack- 
ening since June. 

There was an article in the Wall Street Journal, and I am sorry I 
do not have it with me, which pointed out that many farm-equipment 
dealers were finding their inventories of equipment increasing, that 
machines were staying longer on the selling floor, and that many of the 
manufacturers were encountering the same problem. 
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Mr. See.y-Brown. Of course, many small farmers do not have the 
capital to make that investment. 

Mr. AnsHEN. That is true. That is one of the reasons for th: 
slackening in the demand, I am sure. It is not that they have more 
equipment than they want or can use. 

Nevertheless, as I pointed out, this job is an unpleasant one, this 
job of dividing up scarce materials and supplies, and we have to watch 
out for the straws in the wind of that sort, and we must be aware of 
such facts, such as the slowing up in the sale of farm equipment. 
We certainly do not want to pour material into the hands of these farm- 
equipment manufacturers who will produce equipment that cannot be 
readily sold. We have too many other demands for steel in the shor‘ 
term. 

If the market for farm equipment should change, and the need | 
know is great, we will have to make a different allocation next quarter 
or the quarter after that, but we are always in the difficult position of 
trying to balance scarce supplies against overwhelming demands. 
We have to deal with the realities of the current situation, as well as 
looking forward, as best we can, into the future. 

Mr. See.y-Brown. Do not many of the manufacturers of farm 
machinery also manufacture heavy construction machinery? 

Mr. AnsHen. Some of them do. It is a peculiar industry—well, 
perhaps I should not say it is peculiar, because many of them seem 
peculiar—but it is an industry of about 1,600 manufacturing concerns 
and but a handful, a half dozen or so, represent an overwhelming 
proportion of the output. Something like 1,300 of the manufacturers 
are small producers who make one or a few items. 

Most of the manufacturers in the industry are small producers and 
small consumers of material, of steel. 

Mr. Burton. That has been our experience in these hearings that 
we have held in the field. 

Mr. McKinnon. And those 1,300, the little fellows, are the ones 
who are having a difficult time getting raw materials. 

Mr. AnsHEN. That is right. 

Mr. McKinnon. In our hearing that we had in Chicago there were 
many complaints about the gray market and the fact that they could 
get steel if they wanted to pay the price for it. 

Mr. AnsHen. Well, one of the causes was the DO system, the 

referential rating system, that was in operation all during the spring, 
aa which we are just now making a transition into a quantitatively 
controlled system under CMP. 

We hope, and certainly Mr. Fleischmann hopes to make every 
effort to realize this hope, that we can effect an enormous reduction 
in all kinds of black and gray market operations with respect to 
basic materials under CMP. 

He has a large staff at work trying to reduce that kind of activity. 

Mr. McKinnon. How do you expect that to result in the reduction 
of gray markets? 

Mr. Ansuen. We hope to get a much more effective control over 
every ton of steel produced. We are issuing tickets valued at the 
mills and beginning with the fourth quarter there will be no ship- 
ments of steel, copper, or aluminum, except against controlled materials 
orders. 

That was not true up to the present time. 
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Mr. McKinnon. A controlled materials order will be placed at 
the regular OPS price on steel? 

Mr. Seety-Brown. In other words, it will be a certified check? 

Mr. AnsHEN. It will be a check, and we hope that it is a certified 
check, because we do not intend to issue more tickets than we have 
a right to expect can be cashed at the mills. 

Mr. Burton. Suppose before you get around to all these manu- 
facturers your tickets run out? What is a small manufacturer going 
to do that has no material to work on? He may have an established 
business, a position with the steel mill, and he has been buying his 
material each year, but by the time he gets a ticket, the steel mill’s 
production is covered, then what happens? 

Mr. ANsHEN. Mr. Chairman, the small manufacturer, under the 
CMP, gets his allotment, his procurement authority, at just the same 
time as the medium sized and the large manufacturers. 

Right now NPA is about to issue the procurement paper for the 
fourth quarter. They are waiting for the final meeting of the Require- 
ments Committee this week to see what disposition is made of the 
reserve that we have held back. 

Mr. Burton. Suppose a nearby fabricator gets his allotment in 
earlier than the one located at a distant point. The one located at a 
distant point naturally will take a little longer time to get in there. 
Does that mean that the man who comes in with his ticket first. will 
be taken care of, and the other man is out of luck? 

Mr. AnsHEN. The other man will not and should not be out of 
luck. Under the CMP, Mr. Chairman, the acceptance of orders at 
the mills, under the regulations that govern their acceptance of orders, 
must be on a first-come, first-served basis. We try to balance the 
authorized demand against the anticipated supply of steel, copper, and 
aluminum. 

Necessarily, there will be some manufacturers, and they may be 
large as well as small, who find it difficult to place their orders with 
their regular suppliers. There are regional unbalances of supply 
and demand in this country. 

Under the CMP their proper action should be to bring this matter 
immediately to the attention of the appropriate materials division 
of the NPA which has as one of its prime responsibilities the assisting 
of these manufacturers, big or small, to find a home for their orders. 

Now, if we are psa in our purpose of balancing supply and 
demand, there will be space on some mill for every order, although 
obviously there are no people smart enough to balance supply and 
demand so precisely that every manufacturer will find space on the 
order book of his favorite supplier. 

Mr. Burton. Every manufacturer cannot get his full requirement, 
and in that case will he get his share? 

Mr. ANSHEN. Yes, sir. 

Mr. Burrow. For instance, if it is running 60 percent, will he get 
his 60 percent? 

Mr. AnsHEN. He will get his share. We make a lump aijlotment, 
for example, to the Agricultural Machinery Division in the NPA. It 
is their responsibility to break that lump tonnage of steel down to 
every single manufacturer who has applied who manufactures farm 
machinery and has filed an application form, as he must do. 

It is their responsibility to do that equitably. They deal directly 
with the manufacturers. 
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Mr. Datmas. Mr. Chairman. 

Mr. Burron. Mr. Dalmas. 

Mr. Damas. Mr. Anshen, how does the fact that you have not 
issued the tickets yet, or they have not been issued by the NPA 
division, square with the stories that we get daily that mill books, 
particularly for steel, are filled for the fourth quarter and that a man 
cannot even place an order at the present time? 

Mr. AnsHEN. It squares in this way, sir. We knew way back last 
May that we would not be in a position to make the allocation deci- 
sions for the fourth quarter until about this time. We knew also, 
however, that mapufacturers, to assure continuity in their operations, 
have got to place orders well in advance for much of their materia! 
needs, particularly in the case of alloy steel, where the least time at 
the mills may run as high as 120 days, and for some types of carbon 
steel as well. 

We therefore authorized the NPA last May, or early in June, to 
make advance allotments for the fourth quarter up to about 75 percent 
of the quantity of materials which they were authorized to give out 
for the first quarter. 

We set a figure of 75 percent with this kind of thing in mind: We 
wanted to leave ourselves in the program job some flexibility for 
up-and-down adjustments in programs because we did not know 
finally at that time what the military demand would be for the fourth 
quarter, and we knew we might have to cut some areas of manufac- 
turing activity back below the third quarter level, in order to make 
room for a larger military program. 

We set the figure as high as 75 percent because we wanted to give 
manufacturers some reasonable basis for forward planning. 

Now, we too have heard the reports about the mill book being full. 
We think that can be explained in two ways: First, there has been, 
and there continues to be, some noncompliance. Some manufacturers 
have placed orders, we believe, and Mr. Fleischmann believes, in 
excess of their 75 percent authority, anticipating that they will get 
ultimate authority when the NPA issues its fourth-quarter paper that 
will cover their orders. 

In many cases it will be necessary, when they get their fourth- 
quarter paper next week, for them to cancel some placed orders. We 
believe that that will make ample room on mill schedules for the legiti- 
mate authorized controlled-materials orders of other manufac- 
turers. 

Mr. Srerner. I think there is one other point that is relative here, 
too, sir. In one of the CMP regulations there appears to be a pro- 
vision which would allow a manufacturer to place an order in the 
fourth quarter with the third-quarter allotment, as far ahead as 2 
months in the fourth quarter. It was not intended to say that, and 
an amendment has gone out to that regulation which prohibits a 
manufacturer from placing a third-quarter order for shipment in the 
first two months of the fourth quarter, unless he reduces his fourth- 
quarter allotment accordingly, so that when that provision is complied 
with there should be a substantial reduction of orders in the first 2 
months of the fourth quarter. 

Mr. Datmas. How do you expect to get compliance? “Who is 
going to cancel an order unless he is forced to do so? Somebody has 
to go around and take it away from him. 








i 


Sy REUTER IN ae Ge Rear ep eS ie Be 


SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 149 


Mr. AnsHEN. Our experience in World War II, was that business 
generally complied 100 percent with the controlled materials plan 
regulation. There were very few violations, once business clearly 
niianioed two things: First, what the regulations were trying to do, 
and second, that the CMP would work and that a tic ket, when 
authorized, could be cashed. 

Now, in this transition period, in the third quarter, we are dealing 
with some circumstances that were anticipated that are temporary in 
our judgment. First, the regulations have got to be laid down so 
clearly to business that any businessman can readily grasp what they 
are after, and second, that business begins to acquire confidence that 
these are not rubber checks that they are getting, but that they are 
good material currency. 

I would like, if I may, to expand a bit on what Mr. Steiner said, to 
make certain that you grasp the point which is an important one, in 
connection with the problem of getting tickets cashed for the fourth 
quarter. 

There was a provision in one of the controlled-materials plan regu- 
lations that said that if a manufacturer placed an order with a mill, 
or tried to place an order with a steel mill, and found that the steel 
mill’s order books were full for the month for which he requested 
delivery, the steel mill could accept that order and schedule it for 
delivery in either one of the next 2 months. 

It was the intent of the lawyers who drafted that particular clause 
that that 2 months forward privilege should apply only within a single 
calendar quarter. That particular paragraph, I regret to say, was 
widely misunderstood, not only by business, but within the Federal 
Government. 

In fact, | remember at one meeting of the Requirements Com- 
mittee most of the people sitting around the table could not figure 
out what the real meaning was. 

As soon as we discovered that, a clarified statement was issued, 
making it perfectly clear, in the simplest language, that there could 
be no carry-over beyond the end of a quarter. 

Obviously, if there were, all of these calculations would become 
meaningless, because we are trying to divide up each quarter’s supply 
as a single unit, and if we have orders that carry over 2 months from a 
preceding quarter, the whole thing becomes nonsense. 

It was not meant to be handled that way and I think the NPA has 
made that perfectly clear. 

Mr. Srerner. | think there is another point that is relevant to 
what you mention about the small manufacturer placing orders. 
The small manufacturer now can place his order four quarters in 
advance. Authority has gone out to the NPA to permit the small 
manufacturer who uses specified quantities of the material to get 
approximately 100 percent of his requirements authorized for four 
quarters in advance. 

Thus, for example, a manufacturer who uses no more than 100 tons 
of carbon steel, 5 tons of alloy steel, 500 pounds of stainless steel, or 
4,000 pounds of copper and copper base alloys, and 1,000 pounds of 
aluminum, can be relatively sure that he will get advanced authoriza- 
tions of approximately 100 percent of his requirements for four 
quarters in advance. 
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That is something that the larger manufacturers cannot do. They 
can get authorizations for three quarters in advance at the rate of 
about 75, 60 or 50 percent of their fourth-quarter allotment, so they 
should be able to get on the mill’s books. 

Mr. Burton. Well, of course, you understand our interest here is in 
small business. 

Mr. Srerer. I understand that. 

Mr. Burrow. It is our responsibility to protect their interest and, 
therefore, we are especially desirous of knowimg just what is being done 
and whether with their limited facilities for making contacts with 
these various agencies there is a likelihood of their being lost in the 
shuffle. 

Mr. Ansuen. There is one more step to prevent their being lost in 
the shuffle, and you may have been told this already: These small 
users of materials, beginning in the fourth quarter, will do all of their 
business with local NPA field offices. They no longer have to file 
their applications in Washington. The responsibility for handling 
these smaller users of the materials has been transferred to the regional 
offices so that they can have ready access to officials to whom they 
ean talk in person. 

Mr. Seety-Brown. Well, will they be able to aid the small business- 
man if he suddenly finds that he has to cash his check in a brand new 
bank? In other words, if you have an unbalance in his particular area 
and if that source of supply is dammed up and he cannot get at it, 
will the local officials help him find a new source? 

Mr. Ansuen. They will do what they can, but I suspect in most 
such cases it will be necessary to bring that matter to the attention 
of the Iron and Steel Division here in Washington, because they have 
the order books of all the mills spread out, and they know where there 
is space and where there is not. 

It would not be feasible to reproduce that information for every 
field office in the country, because you could not keep it up to date, 
in the first place. 

Mr. Serety-Brown. I am concerned about the cost of doing busi- 
ness that the little fellow is now facing. His cost of operating has 
gone way up, just from the point of view of handling paper work, 
and finding out where he can get materials, and all the red tape he 
runs into and the rules and regulations, and I am trying to help him 
all I can. 

Mr. Ansuen. The field office will certainly help him, and will 
place that information about unplaced orders in the field division in 
Washington. Furthermore, with this 100-percent authorization for 
four calendar quarters in advance, I would certainly expect that the 
smaller user would be in a much better position to get on the order 
books ahead of the larger users. 

Mr. Sretner. He ought to be able, for most of his material, to get 
on the mill books for what he usually uses. Of course, there may be 
some small increments that might not, but I am sure the NPA regional 
office would stand ready to help him in every possible way. 

There is one other point that I would like to mention in connection 
with the small user of material that you may be interested in. 

Mr. Burton. Well, you define the small users by their require- 
ments, 100 tons of this and that, that is your line of demarcation? 








ey 
of 
ey 


in 





SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 151 


Mr. Srerner. That is the usage, not the requirements. There are 
really two concepts in connection with the small user. The figures 
that [ just gave you a moment ago of 100 tons of carbon steel, and 
so on, are What are called the small cases. 

Now, the manufacturers who fall within that category must submit 
paper to the regional office, they must submit a form stating their 
requirements, and the regional office then provides them with 100 
percent of their usage for four advance quarters. 

Now, there is another category of small user, and this is the category 
of the rather small fellow who uses no more than these quantities, 
and he is treated in a little bit different way. This fellow who uses 
no more than 500 tons of carbon steel a quarter, or a half ton of alloy 
steel, no stainless steel, 500 pounds of copper and copper-base alloys, 
and 500 pounds of aluminum, can automatically stamp his own pur- 
chase orders. He does not have to file a paper. 

Mr. Seery-Brown. He can stamp his own? 

Mr. Ansuen. Yes, he is self-certified, 

Mr. Burron. That will not build up into a sufficient volume to 
throw out your figures, I take it? 

Mr. Sreiner. That is correct. We estimate how much material 
is involved for these, and we set that material aside in our balance 
sheet so as to be sure that we are not thrown out of balance. We, 
in effect, reserve that for them as a bookkeeping entry. 

Mr. Burton. I see. That is very interesting. Now, had we not 
better return to this list? You may complete it because we may be 
called at any time, and if it suits the other members we will stay until 
we have a quorum call. 

Mr. AnsHeEn. I have a few more items that we were able to collect 
overnight for you. 

Mr. Burron. You may proceed. 

Mr. Ansuen. I had just cited farm machinery. 

The next item I have is machinery, except farm machinery. Now, 
here I am speaking of construction machinery, machine tools, and 
all other types of industry equipment, with the exception of electrical 
equipment, for which I have a separate figure, but this is general 
industrial machinery. 

In the average quarter of 1950 the consumption of steel was just 
under 1,300,000 tons. To indicate how that part of our economy 
has gone ahead, you will be interested to learn that their fourth- 
quarter requirements, in comparison with the figure of 1,300,000, 
were 3,300,000 tons. We were able to make them an allotment of 
close to 2,600,000 tons, roughly well more than halfway toward their 
requirements, well above their usage in the average quarter of 1950. 

Electrical machinery showed a similar increase in the average 
quarter of 1950, they used about 475,000 tons of steel, and they had 
requirements for the fourth quarter of 1951, stated requirements 
given to us, of 760,000 against 475,000. Against their requirements 
of 760,000 we made an allotment of 572,000 tons. 

Mr. McKinnon. That includes all defense as well as defense sup- 
porting and civilian? 

Mr. AnsHeN. That includes all types of electrical equipment, the 
engines, motors, electrical devices, and so on, regardless of whether 
it goes to military, defense-supporting, or civilian. 

Mr. McKinnon. These allocations apply throughout? 
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Mr. ANsHEeN. Yes. 

One other point that should be made clear, we allot, for example, 
to the electrical equipment division of NPA alump sum. They have 
the job of breaking that allotment down to individual manufacturers. 
When the manufacturer applies he shows on his application form, 
CMP 4 (B) is the title of the form, his shipments for the preceding 
quarter broken down as between rated shipments, that is, to military 
and important defense uses, and unrated shipments; and he also 
shows the orders on his books similarly broken down. 

Now, a manufacturer who shows that he is shipping a high pro- 
portion of his product to the military will get more favorable treat- 
ment from that division than a manufacturer who shows he is shipping 
a negligible proportion of his product to military and related uses. 

There are precise processing instructions worked out by the Bureau 
of Policy Coordination in the National Production Authority which 
tell the industry divisions how to differentiate between the manu- 
facturer with a large proportion of important shipments going to 
military uses and the manufacturer with a small proportion. 

Naturally, we want to see the material used to meet military orders 
before it is used to meet less essential orders. That is part of their 
responsibility in processing the individual application. 

Finally, I have some figures on ship repair and construction, and 
again, we find a very high rate of increase, as you would expect. In 
the average quarter, 1950, 100,000 tons of steel was used, and we had 
requirements given to us for the fourth quarter of 1951 of 288,000 
tons, and we were able to allot about 270,000 tons. 

Now, those are just the items, as I said, Mr. Chairman, that our 
staff was able to pick out overnight and trace back to 1950. 

I would like to have our people review this and prepare it in more 
detail and submit typewritten copies for the record. 

Mr. Burron. That may be done, and I believe it would be very 
helpful. 

Mr. McKinnon. When that record is submitted, will it include 
everything, the total amount of steel allocated in the average quarter 
of 1950, as compared to your total allocations for the fourth quarter 
of 1951? 

Mr. Ansuen. I am sorry, I cannot do it in that detail. We do not 
have the figures that show material consumption in 1950 in the same 
detail in which we now allocate. We have to work from such sources 
as the 1947 census of manufacturers, and the 1949 sample census of 
manufacturers. You just cannot tie the figures together. 

Mr. Burton. You can give us your accepted estimate from which 
you were working? 

Mr. Ansuen. Yes, we will try to do that. 

Mr. Sreiner. Yes, sir, we can do that. 

Mr. Burron. Naturally, we would not expect more actual figures 
than you have been able to ascertain yourself. 

Mr. Ansnen. You must realize that we have to make estimates 
and we will be glad to give you all of the detail we can. 

Mr. Burton. We also want to be helpful, if we can. 

Mr. Srerner. I might ask you a question of timing on this, we are 
now in the process of trying to get together such data on a cotisistent 
and uniform basis for all progams for all claimant agencies. We are 
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trying to get the average usage in 1950, so that we can relate to that 
the third quarter actual issuances of allotments, the fourth-quarter 
requests, and so forth and so on. 

It is a very big and difficult job, because of some of the problems 
that Mr. Anshen just mentioned, and we do not have actual precise 
information. 

What we have to do is to get together some shipment data and make 
conversions for material use and things of that sort. 

Now, then, we will have that all ready as of September 1, and we 
will be glad to give the committee that information. 

(Table submitted on August 30 and table submitted on September 
6, 1951, marked “Confidential.’’) 

Mr. Burron. I should say that we would gladly accept it at that 
time. We appreciate that you are very busy people, and you should 
be even busier because we are interested in helping this situation and 
getting an equitable distribution, rather than just making an investi- 
gation. So while we want as much information as we can get, we do 
want to help you to get this problem worked out. 

Mr. ANsHEN. We appreciate that, sir. 

Mr. Burton. At the same time we are trying to protect the interests 
of those whom we are responsible for. 

Mr. ANsHEN. We were trying to put this information together for 

our own use in making the first-quarter determination, and if you 
can wait until then, we can give you all the detail we have for our own 
use, 
Mr. McKinnon. With the increase in steel of productive capacity 
where this steel is going now in various baskets, we are still short of 
steel, vet with a higher increase, and we would like to know how it is 
being parceled out. A lot of peaple are interested in that for the simple 
reason that they say, ‘‘Well, we are not getting the steel that we are 
entitled to, where is it going?”’ 

Mr. Ansuen. I think we will make that perfectly clear to you. 

Mr. McKinnon. Just so that we can get a picutre of where this 
increased capacity is going. 

Mr. Ansuen. That is right. 

Mr. Burron. Industry generally is seeking this same information 
that we are looking for. 

Mr. Ansuen. | know that. 

Mr. Burton. And as soon as it is given to them, or the sooner it is 


given to them, the more successful your program will be. 

Mr. AnsHen. We have been trying to place it before industry in 
the country in general. The Defense Production Administration 
Press Release No. 94, a copy of which I attached to my formal state- 
ment yesterday, outlined all of the allotments made for the fourth 
quarter for steel, copper, and aluminum, in the same detail in which 
we made it. 

Mr. Burron. If we are asking for anything that will impede the 
progress or impede the principal work that you have before you, you 
just tell us. 

Mr. ANsHeEN. Sir, the information you ask for is information that 
we are already trying to put together for our own use in making the 
first-quarter determination. 

Mr. Rirewiman. Has there been any discussion with respect to 


structural steel? 
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Mr. Ansuen. I spoke briefly yesterday about the unbalance in 
structural steel, but I will be glad to summarize the figures for you 

Mr. Rrenuman. The information that I have is that there is a 
great shortage of structural steel. 

Mr. ANnsuen. Your information is correct, sir. 

Mr. Riewiman. Secondly, I understand that there have been 
issued certificates of necessity for construction of facilities that will 
require three or four times as much steel as possibly can be manu- 
factured in this country in the coming year. Do you have any 
information on that? 

Mr. AnsHen. I don’t have at hand factural information, but I can 
make a general statement about it at the moment, and I will try to 
get the facts for you later. 

There have been issued certificates of necessity calling for the 
construction of buildings and of plants, which if we tried to construct 
them all right now, we could not supply their steel needs, their struc- 
tural steel needs. 

Mr. Rrensuman. We know that. 

Mr. Ansuen. I don’t know whether it is two or three times, I 
think that may be a somewhat exaggerated guess on the part of some 
people, | don’t know. 

Mr. Rreniuman. Well, we have had some very pertinent informa- 
tion in that respect, because our committee has gone into this cer- 
tificate of necessity program and we are pretty well informed that 
there are certificates, or that there have been certificates issued which 
would take up all of the structural steel that can be manufactured 
in this country in the next year or two. 

Mr. Ansuen. I would not be surprised if that were true. 

Mr. Rreuuman. And I am somewhat interested in that, and I wish 
we could have some definite information as to that program. 

Mr. AnsHEeN. We will try to get that together for you. 

(The following information was submitted on August 30, 1951:) 

In general, there was no specific recognition of the current tightness of heavy 
structural shapes in issuing certificates of necessity for industrial plant expansion 
programs in the past. The very tight structural supply situation has been bared 
only within the past 2 months. As you know, a 60-day moratorium on additional 
certificates of necessity is now in effect. When this moratorium expires in 
October, evaluation of applications for certificates will recognize the current 
shortage of heavy structural shapes and be weighted along with other factors in 
the decision as to whether or not a certificate of necessity will be issued. 

Mr. Rresuman. And whether or not there will be any structural 
steel left outside of that allocated for the certificates of necessity. 

Mr. AnsHeNn. Obviously, we could not throw all of our limited struc- 
tural steel supply into the construction of such plants, because we 
would set back the military program by a tremendous amount. We 
have estimated the supply of structural steel for the fourth quarter 
at about 1,300,000 tons. We were faced with requirements for 
structural steel for the fourth quarter amounting to about 223 percent 
of that supply. They inc'uded requirements ranging all the way from 
military usage, which was rather heavy, to the most nonmilitary that 
you could imagine. 

We have tried to make a reasonable and equitable distribution of 
this very short supply. 

I might add a fact which is not commonly known, that there is quite 
a large usage of structural steel for other than construction purposes. 
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It goes into production, it goes into the manufacture of freight cars, 
al some types of boats and heavy power equipment and construc- 
tion machinery, and we have to make provisions for that, too. 

We have to get a balance, and within the limits of the best advice 
we can get, we tried to strike that balance, but I am sure that we could 
not supply, in the fourth quarter, the structural steel necessary to 
meet the demands of those plants that have tax certificates. 

Mr. Rrenuman. That is true, and the thing I am interested in is 
whether or not enough of those certificates have been issued, and they 
demand a portion, and they have a priority on structural steel, a great 
many of them, the certificates of necessity because they are only 
granted where they lend to the construction of facilities that will be 
helpful in our mobilization program, in a great many instances. 

Mr. AnsHEN. That is true. They don’t all impinge on the same 
calendar quarter, but it is a fact that we are not able to support in 
terms of available structural steel even all of the urgent needs in the 
fourth quarter. 

If we give full recognition to the complete range of these needs, 
that is. 

The military has large requirements for command construction, 
defense electric power needs some to expand the power facilities which 
themselves will power industry activity. 

The petroleum industry needs structural steel. Industrial construc- 
tion itself needs large amounts in their production uses, and we have 
got to try, as best we can, to balance them, and we are trying to do that. 

Mr. Rresuman. | would like some information on that. 

Mr. ANsHEN. We will try to get the figures together for you. 

Mr. McKinnon. The list you will submit in a few weeks will show 
what the claimant agencies want, what you were actually able to give 
them, and the percentage of the cut-back? 

Mr. ANsHEN. We will also show as far as we can get the information, 
the consumption in comparable areas in the average quarter of 1950. 

(Table submitted on August 30 and table submitted on September 
6, 1951, marked “‘Confidential.’’) 

Mr. McKinnon. Thank you. 

Mr. Burton. Very fine. 

Have you another question, Mr. Dalmas? 

Mr. Datmas. No, Mr. Burton, not right at the moment. We do 
have a great many questions and in order to save the committee’s 
time, and the time of these gentlemen, who are very busy, I would 
like with your permission, to submit a written list of questions, addi- 
tional ones which they may answer at their leisure. 

Mr. AnsHEeN. And which will be included as a part of the record. 

Mr. Daumas. Yes. 

Mr. Burron. That is granted. 

Mr. AnsHEN. We will be glad to answer any questions that you 
want to give us on the basis. 

Mr. Burron. That is fine. 

Mr. ANSHEN. I had finished the list, sir. This is all the information 
that we were able to get overnight on these programs. 

Mr. Davmas. I have just one question before we close that I would 
like to get cleared up, and that is, what part do directives play, once 
you get going, under CMP? 
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Mr. Ansuen. I think anyone who knows how the CMP operates 
would hope that directives can be held to a rock-bottom minimum 
Every time a directive is issued inserting a specific order into a specifi: 
mill schedule it must throw another order out of that schedule. 

Mr. Datmas. That is the point. 

Mr. Ansuen. And there is no way of knowing what orders will b: 
displaced. It might be a very urgent military order that is displaced 

Therefore, Mr. Fleischmann has instructed the Steel Division, and 
the other materials divisions, to use directives only in cases of the 
greatest urgency because it may harm some project and it may be a 
dangerous device. It must be used on occasion. 

Certainly, we have an important military order held up, we must 
place it, but in all other cases it should be scrutinized most carefully 
because nothing can go into full schedule unless it displaces something 
else. It is dangerous in the extreme. 

Mr. Davmas. It would throw your CMP plan clear out of balance 

Mr. Ansuen. It would. It is just an heroic treatment for a grave 
emergency, that is all. . 

Mr. Burton. Mr. Anshen. Your testimony has been very direct, 
to the point, and enlightening. 

We thank you very much, and we thank you, Mr. Steiner. 

We might have to call you back at some later date, but we are 
planning to go ahead with these hearings tomorrow morning, and we 
will have other witnesses at that time. 

You will, I believe, be available later? 

Mr. Ansuen. Certainly. 

Mr. Burton. We thank you very much. 

Now, before we adjourn we will make our arrangements for to- 
morrow morning. 

(Discussion off the record.) 

Mr. Burton. Very well. We will meet at 10 o’clock tomorrow 
morning. 

(Whereupon, at 11:15 a. m., the subcommittee adjourned, to re- 
convene on Thursday, August 16, 1951, at 10 a. m.) 
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PROBLEMS OF SMALL BUSINESS UNDER THE 
CONTROLLED MATERIALS PLAN 


THURSDAY, AUGUST 16, 1951 


Hovuse or REPRESENTATIVES, 
SuBcoMMITTEE No, 3 or THE SeLEcT COMMITTEE 
To Conpuct a Stupy anp INVESTIGATION 
OF THE PRosLEMS OF SMALL BusINEss, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 10 a. m., in 
room 1301, New House Office Building, Washington, D. C., Hon. 
Clarence G. Burton presiding. 

Present: Representatives Burton, Joe L. Evins, Abraham J. Multer, 
Clinton D. McKinnon, William S. Hill, R. Walter Riehlman, and 
Horace Seely-Brown, Jr. 

Also present: C. W. Bishop, Congressman from Illinois, Victor P. 
Dalmas, executive director, Arthur F. Lucas, Duncan Clark, and 
Jeremiah T. Riley, of the staff. 

Mr. Burton. We will call the meeting to order. 

Mr. Creedon and Mr. O’Brien, if you will take the stand, we will 
be very glad to have your testimony. 

I may say that the House convenes today at 11 o’clock, and that 
will give us the limited time of only 1 hour. 

Tomorrow morning we are told they will probably convene at 10 
o'clock, and we are proposing to start this meeting at 9 o’clock tomor- 
row morning. You will probably complete your testimony before 
then, but I just wanted to make the announcement for the record. 

Mr. Creedon? 


STATEMENT OF FRANK CREEDON, ASSISTANT ADMINISTRATOR, 
BUREAU OF FACILITIES AND CONSTRUCTION, NATIONAL 
PRODUCTION AUTHORITY, AND WILLIAM E. O’BRIEN, DIREC- 
TOR, INDUSTRIAL EXPANSION DIVISION, BUREAU OF FACILI- 
TIES AND CONSTRUCTION, NATIONAL PRODUCTION AUTHOR- 
ITY 


Mr. Creepon. I[ have but a page and one-half statement——— 

Mr. Burton. Before you start, it might be well for you to give your 
position and to give us something of your background for the record. 

Mr. Creepon. Yes. I am the Assistant Administrator for the 
Facilities and Construction Bureau, NPA. 

A very brief background, I am a graduate of the Massachusetts 
Institute of Technology, and I followed the large engineering and con- 
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struction business all of my life. During the past 10 years, I migh: 
cover that, from 1940 to 1942 in charge of the Army’s construction of 
munitions plants, a program in the vicinity of 3% billion; then in 
charge, under Mr. William Jeffers, of construction ‘of the synthetic ' 
rubber program; then in charge, for Stone & Webster, of construction 

of the atomic bomb plant at Oak Ridge, Tenn. ; then, for a brief period, 
a year and a half, National Housing Expediter: then, prior to coming 
with NPA, for 2% years, in charge of the design and construction for 
the General Electric Co. of the Hanford Works i in the State of Wash 
ington, the atomic bomb plant. 

Mr. Burron. That experience should well equip you for your 
position. We will be glad to have your testimony. 

Mr. Creepon. I have a very brief statement, and this statement 
is presented in response to your request for information regarding 
the expansion programs of steel, copper, and aluminum. 

The information contained herein pertains only to the steel expan- 
sion program, inasmuch as the copper and aluminum programs are 
the responsibilities of Defense Metals Administration. 

Mr. Damas. Mr. Chairman, may I get one point cleared up here 

Mr. Burron. Yes. 

Mr. Damas. In Mr. Anshen’s testimony, he said: 

It is our responsibility to decide how much steel will go in all tvpes of indus- 
trial construction lumped together. We made such a decision for the fourt! 
quarter. It is the responsibility of the Facilities and Construction Bureau of 
NPA, working with the Steel Division, in the case of steel, with the Aluminum 
Division in the case of aluminum, and so on, to decide exactly how that total! 
quantity will be broken down for steel expansion, for aluminum expansion, for 
chemical expansion, and beyond that to decide further what particular parts 
of the expansion program will be given allocations and which parts will b: 
held up. 

Mr. Creepon. That is correct, sir. 

Mr. Damas. In other words, he led us to believe that insofar as 
assigning materials for the aluminum program and the copper pro- 
gram which, in addition to steel, are under controlled materials, that 
that was in your charge. 

Mr. Creepon. Insofar as giving out the 4 (c) tickets for the 
copper and aluminum programs, that is correct. Insofar as having 
anything to do with the certificates of necessity, or having anything 
to do with loans, or having anything to do with determining the 
general program of expansion, the companies, and the tonnages, we 
have nothing to do with that. 

Mr. Datmas. That comes under defense minerals? 

Mr. Creepon. Yes, sir. 

Mr. Damas. I see. 

Thank you, Mr. Chairman. 

Mr. Burton. You may proceed, Mr. Creedon. 

Mr. Creepon. Existing steel ingot capacity together with facili- 
ties on which tax-amortization certificates have been recommended 
total 124,146,000 tons. If all of the proposed projects referred to 
above are completed the increase in total capacity will be approxi- 
mately 20 million tons. 
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Attached is a list giving the names of the steel companies engaged 
in steel ingot expansion programs, the location of the projects and 
the tonnage of expansion involved. Financial assistance for steel 
expansion facilities has been given to the Lone Star Steel Co. and the 
Green River Steel Co. Priority assistance in the form of DO—46 
ratings for the delivery of construction materials and equipment has 
been given to all companies to the extent requested and required. 
As a measure of the progress in the program, it is estimated that by 
January 1, 1952, ingot capacity will be approximately 109 million 
tons per year. This compares with 104.2 million tons capacity on 
January 1, 1951. It is further estimated that the capacity by Janu- 
ary 1, 1953, will reach approximately 118 million tons. 

The foregoing is a summary of expansion of steel ingot facilities. 
In addition, certification has been recommended for numerous projects 
involving expansion of blast-furnace capacity for production of pig 
iron and, also, of course, for projects involving steel finishing facilities. 

With regard to your request for information regarding the internal 
progress in allocating CMP materials, we offer the following: 

A brief description of the procedure involved appears appropriate. 
Owners file on a prescribed form stating the amounts of controlled 
materials and so-called B products necessary in the fourth quarter to 
permit fulfillment of their construction schedules. NPA in turn 
issues an allotment of controlled materials which stipulates the 
amounts thereof as well as the dollar amounts of B products that each 
applicant may purchase by issuance of CMP tickets. To illustrate 
the proce dure, we will discuss one of the controlled materials. n: amely, 
structural steel. The total tonns ge of structural steel re que sted by 
the various steel companies totaled much more than was available for 
allocation to them. This condition made necessary the establishment 
of certain basic criteria which were followed in assigning structural 
steel to the various projects. The criteria follow below: 

(1) Facilities already under construction to make prducts urgently 
and directly required by the Department of Defense or AEC, 

2) Blast furnaces that are scheduled to be completed before or in 
1952. Account shall be taken of required balance with coke oven 
and refractory facility expansions. 

(3) Steel producing or finishing facilities scheduled to be completed 
this calendar year. 

(4) Steel producing or finishing facilities owned by small business 
concerns, generally scheduled to be complete during 1952. 

(5) All other ste = producing or finishing facilities scheduled to be 
completed by July 1, 1952. 

(6) Selection of fae ilities thereafter in the order of greatest produc- 
tion return per ton of structural steel required. 

And then there is attached a list of the companies that are engaged 
in facilities involving steel ingots, production of steel ingots. 

Mr. Burton. You have a copy of that for the record, | take it, 
the list? 

Mr. Creepon. Yes, sir. Yes, we have, Mr. Chairman. 

Mr. Burton. That will be made part of the record. 











160 


(The"document referred to is as follows:) 


Steel expansion recommended 





Jones & Laughlin 


0 
Northwest Steel & Wire 
Great Lakes Steel 
Do i 
Republic Steel Corp 
Do 
Do 
Do 
Bethlehem Steel Co 
Uh) 
Do.. 
Do 
Do 
Do 
Do 
Kaiser Steei Corp 
Do 
Ford Motor Co 
Youngstown Sheet & Tube a 
Do , oc ncwcceccececcceccccce 
Do salted 
McLouth Steel Corp 
0 
Tennessee Coal-Iron & Railroad Co 
Geneva Steel Co 
United States Steel Co... 
Lone Star Steel sabe sa 
Conners Steel 7 
West Virginia Steel & Manufacturing Co 
Empire Steel Corp-. 
Hazelton Steel Co 
Keystone Steel & Wire 
Do 
Rotary Electric 
Central Iron & Steel 
Phoenix Iron & Steel 
Granite City Steel Co 
Inland Steel Corp 
Laclede Steel Co 
New England Steel 
Washburn Wire Co 
Hoster Steel Co 
Fabrikant Steel 
Tennessee Stee] Corp 
Atlantic Steel Co ‘ ‘ 
R. G. LeTourneau, Inc _ 3 si 
Southwest Steel Rolling Mills 
Timken Roller Bearing 
Allegheny Ludlum Steel 
Borg-Warner Corp 
Detroit Steel Corp 
Armco Steel 
Armco (Sheffield) 
Sharon Steel Corp 
North American Steel 
Pittsburgh Steel , 
National Steel Corp 
Alan Wood Steel 
Armco Steel 
Green River Steel 
Crucible Steel 


Do 
Oregon Steel Mills 
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Location 


' 

| Pittsburgh, Pa 
Cleveland, Ohio 

| Sterling, I oe 

| Zog Island, Mich. 
Ecorse, Mich 

| Ceveland, Ohio 

| Alabama City, Ala 


| South Chicago, I] 


Cleveland, Ohio 
| Johnstown, Pa 
| Steelton, Pa : 
| Sparrows Point, Md... 
Steelton, Pa_. ateiedee 
Sparrows Point, Md... 
Lackawanna, N. Y. 
| Los Angeles, Calif 
| Fontana, Calif_. 
do lt 
| River Rouge, Mich... 
| East Chicago, Ind 
do . 
do 
Trenton, Mich 
do 
Birmingham, Ala. - 
Geneva, Utah 
Morrisville, Pa 
Lone Star, Tex 
Birmingham, Ala 
Huntington, W. Va. 
Mansfield, Ohio 
Hazelton, Pa 
Peoria, Dl 
do 
Macomb, Mich.__.. 
Chester, Pa 
Phoenixville, Pa 
| Granite City, I 
East Chicago, Tl. 
| Alton, Ill es 
Waterford, Conn 
Phillipdale, R. I_..._- 
Oklahoma City, Okla 
Albany, N. ¥ 
Oneida, Tenn 
Atlanta, Ga 
Longview, Tex 
Los Angeles, Calif 
Canton, Ohio 
Brackenridge, Pa_-_ 
New Castle, Ind 
| Portsmouth, Ohio 
| Houston, Tex 
| Kansas City, Mo 
Farre.l, Pa 
Clinton, Iowa 
Monseen, Pa_. 
Weirton, Pa ‘ 
Conshohocken, Pa. 
Middleton, Ohio 
Owensboro, Ky 
| Midland, Pa 


ao ‘ oe 
Portland, Oreg 


i 
| Steel ingot 
expansion 





1, 200, 000 


~ 


360, 000 
507, 000 
600, 000 
480, 000 
672, 004 
72, 000 
37, 000 
180, 000 
180, 000 
72, 000 
250, 000 
180, 000 
140, 000 
720, 000 
60, 000 
180, 000 
180, 000 
155, 000 
322, 000 
324, 000 
582, 000 
140, 000 
560, 000 
472, 000 
160, 000 


, 800, 000 


500, 000 
2, 000 
175, 000 
80, 000 
170, 000 
100, 000 
55, 000 
54, 000 
138, 000 
275, 000 
580, 000 
750, 000 
60, 000 


, 000, 000 


35, 004 
55, 000 
72, 000 
136, 000 
120, 000 
250, 000 
45, 000 
277, 000 
1 72, 000 
1 45, 000 
630, 000 
318, 000 
150, 000 
150, 000 


, 000, 000 


388, 000 
216, 000 
297, 000 
630, 000 
189, 000 
264, 000 
54, 000 
25, 000 





* Alloy. 


Nore.— Financial assistance has been given to Lone Star and Green River. 
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Mr. Burton. Now, did you have any questions, Mr. Riehlman? 

Mr. Rrewuman. Yes, sir. Well, Mr. Creedon, the list you have 
given us here, and I have a copy of it, that is the expected expansion 
in the production of steel ingots; is that correct? 

Mr. Creepon. Steel ingots only. 

Mr. Rrenuman. Only? 

Mr. Creepon. And the proposed expansion, some of it may not 
actually obtain. 

Mr. Rresutman. Which you expect will produce in the neighborhood 
of from 112 to 114 million tons by the end of 1951; is that correct, 
or 1952? 

Mr. Creepon. Well, I have given a conservative estimate of the 
109 million tons. 

Mr. Rresuman. One hundred and nine million. 

Mr. Creepon. As of January 1, 1952. 

Mr. Rrenuman. Well, we have had different testimony in respect 
to that. Some people who have been before us estimate up to 120 
million tons. 

Mr. Creepon. Well, we are talking about January 1, 1952? 

Mr. Rrewuman. Yes. 

Mr. Creepon. Yes. My conservative estimate says that there 
will be completed and in production—and it takes a little while to 
take the bugs out of new plants—but in production capacity approxi- 
mately totaling 109 million tons. 

Now, sometime ago we obtained telegrams and letters from every 
steel company involved, giving their very best estimate of what the 
production would be, and we are giving our figure based on that 
information. 

Now, to go further, we are saying that by the end of 1952 we esti- 
mate that there will be a total production capacity of ingots of approxi- 
mately 118 million tons. 

Now, you will notice that the entire expansion proposed is con- 
siderably more than that, but there are several projects that may well 
not be able to get started soon enough to get completed and into 
production by the end of 1952. 

Mr. Rreni_man. Could you give us some figures on how the steel 
has been allocated to these different companies for their expansion 
purposes? 

Mr. Creepon. We completed the job of typing the so-called tickets 
and issuing them last night. Now, I cannot now, but I could present 
to this committee, a complete list shortly of every steel company that 
was given steel for construction purposes, and the amount it was 
given, together with the amount it requested for the fourth quarter. 

Mr. Riesuman. Mr. Chairman, I think that would be very im- 
portant for us to have those figures. 
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(The following information was submitted on September 28, 1951:) 


IRON AND Street Division, NPA 


Summary of third and fourth quarter structural steel requirements and allotments 


Requirements 


for 


Company . 
Third 
quar- 
ter 

Alan¥W ood Steel Co 

Allegheny Ludlum Steel Corp 

Armco Steel Co 2, 233 

Atlantic Steel ¢ 778 

Atlantic Wire C 

Ragnor, Benson (Thompson Wire) 

Bethlehem Steel Co 

Cameron Iron Works 

Carpenter Steel Co 

Cleveland Slag C 

Colorado Fuel & Iron Co on 

Connors Steel Co 116 

Continental Steel Corp 

Continental Steel Tube Co 

Crucible Steel Co 741 

Wilbur B. Driver Co 

Detroit Steel C rp 

E. H. Edwards Co 

Emsco Derrick E juipment Co 

Fabrikant Steel Produc ts, Ine 

Ford Motor ¢ 

Globe Steel Tubes Co 12 

CGiranite City Steel Co 1. 73¢ 

Great Lakes St | Corp 

Hoeganaes Spor Iron Corp O00 

Wd. i lay Co 

Ingersoll Prod Division 125 

Inland Stee] C 65 

Jackson Iron & Steel ¢ 100 

Jone & Lauel ( rT 

Kaiser Steel ( 

Kenmore Metals Corp 14 

Lone Star Steel Corp 

Lukens Steel Co 

Michigan Seamless Tube Co 

Midvale Co 

Monroe Tube Co 

Pilgrim Drawn Steel Division 

Pittsburgh Coke & Chemical Co 

Pittsburgh Steel Co 

Precision Drawn Steel Co 75 

Republic Steel Corp 

Rome Strip Co 34 

Rotary Electric Steel Co ; 

Sharon Steel Cory 41 


Fourth 
quar 
ter 


>) 
1) 
26, 218 


700 


140 
t™) 


Ww 


is 


16. 840) 


629 


127 


Y 


1, 249 


Total 
re- 
quired 


150 
3, 390 
4, S38 


2m) 
10 
26, 218 


700 


140 
m™) 


382 


121 


427 
40 


3, 679 


9, S18 


Al- 


lotted 


150 
7a 
S51 


2m) 
3") 


2, 058 


, 140 


oo 


382 
121 
_ 


SUS 


000 


Remarks 


Approved; early completion. 


Approved; military requirements 
Approved; blast furnace, silicon 
sheets 

Approved; small company; early 


completion, steel production 
Do 
Do, 
Approved; blast furnace and steel 
melting facilities 
Rejected; late completion. (Ap- 
proved out of military quota.) 
Approved; stainless and tool steel 


Approved; small company; blast 
furnace auxiliary. 

Approved; early completion. 
Approved; small company, steel 


production 
Approved; small company 
Rejected; indefinite completion 
Approved; defense requirements 
stainless steel fine wire); blast 
furnace. 
Approved; small company, alloy 
steel, military requirements 
Approved; blast furnace; early 
pletion, finishing facilities 
Rejected; indefinite completion 
Approved; small company; Navy 


con 





work 

Approved; small company; early 
“ompletion 

Approved; blast furnace improve 
ment 

Approved; small company 
Approved irly completion, steel 
melting cilities 

Approved blast furnace early 


steel production 

late completion 
Approved; small company 

Rejected; late starting date 

Approved; early completion, steel 
melting 
Approved 
ment 
Approved 
completion ste 
Approved; early 
melting 

Rejected; indefinite completion 

Approved; new intergrated com 
pany; Steel melting only ap 
proved 

Approved: military necessity; early 
completion 

Approved; small company 

Approved; military necessity. 

Approved; small company 

Do 

Approved; blast furnace 

Approved; blast furnace improve 
ment: early completion, 
melting 

Rejected; indefinite completion 


com pietion 


Approved 


blast furnace improve 


blast furnace and early 


I melting 
completion, steel 


Stee! 


] 


Approved; early completion, steel 
melting. 

Approved; small company 

Approved; alloy steel production. 

Approved; small company. 
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Summary of third and fourth quarter structural steel requirements and allotments— 
Continued 


Requirements 
for 
Total 
Company re- 
Third | Fourth | quired 
quar- quar 
ter ter 


Al- 
lotted 


Shenango Furance Co ? Approved; blast furnace improve- 
ment 

Spang-Chalfant Division 7! 75 75 | Approved; early completion, steel 
pipe 

Superior Steel Corp 35 935 | Approved; military hecessity; bul- 
let jacket 

Superior Tube Co 5 5 5 | Approved; early completion, steel 
tubing. 

rennessee Products Co Approved; ferroalloys. 

Timken Roller Bearings Co Approved; military necessity; steel 
tubing and bearings 

United States Steel Corp 36, 5¢ a6, 5f 2 Approved; blast furnace; early 
completion, steel melting 

Universal Cyclops Steel Co 755 755 5 | Approved; small company; early 
completion 

Vanadium Alloy Steel Co 7$ Approved; alloy steel production. 

Wallingford Steel Co 245 245 Approved; special steels. 

Weirton Steel Corp 2, 100 2, 5 ' Approved; blast furnace, 

Wheeling Steel Corp 5 1 5 | Approved; early completion 

West Virginia Steel Manufacturing 931 93 Approved; early completion; mate- 

Co. rial received. 

Woodward Iron Co 15 5 5 | Approved; blast furnace, 

Youngstown Sheet & Tube Co 11, 815 , 815 ; Approved; blast furnace’ early com- 
pletion, melting facilities 


Total ¥, 721 165, 587 175, 308 90, 624 


Note.—Average cut-back would necessitate 49 percent reduction in structural steel requirements. 


Although we show the total requirements to be broken down into third and 
fourth quarter requirements, it is to be emphesized that this does not give a true 
picture of the third and fourth querter requirements. Since no third quarter 
allocations were made, the companies having major projects refilled CMP 4—-C 
applications listing their totel requirements for the fourth querter. Further, 
after consultation with some companies our records were changed to show their 
entire requests for material to be for the fourth quarter 

Mr. Creepon. I would like to say along that line that to the best 
of my knowledge every small company, steel company, got its full 
requirements of materials, steel materials for construction purposes, 
to fulfill, or permit them to fulfill their fourth quarter construction 
schedule. 

Mr. Burton. Referring to small 

Mr. RrexumMan. Excuse me. 

Mr. Burton. In referring to “‘small,’”’ what was your idea, up to 
what point do you classify them as being small? 

Mr. Creepon. Well, that is very difficult in the steel business. 
We would classify 

Mr. Burron. [ just wondered what yardstick you used. 

Mr. Creepvon. Well, we used—we did not have any yardstick. 
We cannot have a yardstick in steel. In other words, every new- 
comer that is trying to get into the business, and I would say that 
practically every 

Mr. Burron. Well, let us define that later, if you wish. 

Mr. Creepon. It was very difficult in steel to define, because a 
concern that has a 70 million job in this thing happens to be, in our 
book, a small company, like the Lone Star Steel Co. 
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Mr. Burton. We recognize that it is difficult for you to classif, 
them. 

Mr. Creepon. I am not trying to avoid answering your question 

Mr. Burton. No; 1 know your difficulty, too, because it is relative 
What would be a very large business in most fields would be smal! 
in steel. We recognize that. 

Mr. Creevon. Could I, for the record, submit a list of the com- 
panies, or the whole list with some sort of asterisk designating those 
we consider as small companies? 

Mr. Burron. We just wanted a general idea of what you would 
call a small business. 

Mr. Daumas. Mr. Chairman, I want to ask Mr. Creedon a ques- 
tion, if | may. 

Mr. Burton. Yes. 

Mr. Damas. I would like to ask Mr. Creedon if the Granite City 
Steel Co. would not be considered a small company? 

Mr. Creepon., Yes, sir. 

Mr. Damas. And its tonnage is very substantial, but compared 
with some of the larger units it is a small steel company? 

Mr. Creepon. Yes, sir. 

Mr. Datmas. It probably has from 10,000 to 12,000 employees. 

Mr. Creepon. Yes, sir. 

Mr. Rrentman. There is just one other question that I would like 
to ask Mr. Creedon: 

You have had a lot of experience with certificates of necessity? 

Mr. Creepon. Yes, sir. 

Mr. Rresitman. What portion of this structural steel is allocated 
to the construction of facilities that are covered by certificates of 
necessity? 

Mr. Creepon. Practically all of the steel is going to facilities 
covered by certificates of necessity. 

Mr. Riesuman. Well, is there enough structural steel to cover 
that? 

Mr. Creepon. The total request for structural steel for the fourth 
quarter, for the steel expansion program, totaled approximately 
175,000 tons. We allocated 90,000 tons. 

Mr. Rirew_man. Well, the rest of it, then would be for other pur- 
poses, other than for the expansion of facilities for steel? 

Mr. Creevon. No— 

Mr. Riexwiman. Or covered by certificates of necessity? 

Mr. Creepon. Yes, but specifically the steel expansion program 
was given half of the structural steel that it requested for the fourth 
quarter. 

Mr. Rresuman. Well, it is not true that there have been issued 
certificates of necessity covering far more structural steel than there 
is going to be available for a long time? 

Mr. Creepon. I looked to the structural steel situation, so far as 
construction is concerned, to the fourth quarter and the first quar 
ter being tight, and thereafter it will ease off. 

Mr. Rrexuman. Yes, but that is not answering my question. 

Mr. Creepon. There is not structural steel available, or enough to 
permit all of the projects that were given certificates of necessity to 
go forward. There will be some of them that will be delayed. 

Mr. Rrewuman. For some time? 
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Mr. Creepon. Probably 3 months, yes. 

Mr. Riesiman. Do you expect that they will be able to catch that 
lag up by that time, and have structural steel enough to take care 
of them in a matter of 3 months? 

Mr. Creepon. I[ think that the structural steel situation is going 
to be tight for the fourth quarter and the first quarter, and there- 
after it will be easier and, generally speaking, it is the jobs that have 
gotten certificates of necessity that will get the first call on the steel. 

Mr. Rresuman. I noticed in your list here that you are quite 
familiar with the Hazleton Steel project? 

Mr. Creepon. Yes, sir. 

Mr. Rreximan. Is that project going under way, and are you ex- 
pecting it to be producing steel? 

Mr. Creepon. To the best of my knowledge it is not. 

Mr. Rresiman. It is not? 

Mr. Creepon. That is right. 

Mr. Riesuman. It is listed in here, and that is the reason why I 
asked the question. 

Mr. Creepon. We listed it solely because we thought the request 
was to list all those that had been given certificates of necessity. 

Mr. Riexwiman. Well, that certificate was canceled. 

Mr. Crespon. The loan was canceled. 

Mr. RiexumMan. Well, the certificate was canceled, was it not? 

Mr. Creepon. I am not sure whether the certificate of necessity 
was canceled or not. 

Mr. Rrexuman. | am of the opinion that it was, and I just wondered 
why it would be listed in here as one of the expansion programs for 
providing ingot steel. 

Mr. Creepon. We listed those that had been given certificates, 
and if it develops that it has, in fact, been canceled, it should not 
be on the list. 

Mr. Riexuman. That is all I have at the present time, Mr. 
Chairman. 

Mr. Burron. Mr. Seely-Brown? 

Mr. Seety-Brown. Mr. Creedon, as I understand it, you have the 
particular responsibility for the steel-expansion program, is that 
correct? 

Mr. Creepon. For the construction of the steel-expansion program. 

Mr. Seety-Brown. Yes. 

Mr. Creepon. Insofar as controlled materials, and insofar as the 
Government enters into the picture of allocating materials; yes, sir. 

Mr. Seety-Brown. Do you believe, sir, that it is better to expand 
existing facilities or to build new facilities, or both? 

Mr. Creepon. I believe—are we talking from the materials point 
of view? 

Mr. Seery-Brown. In other words, as we plan to meet our expan- 
sion program, what is the best way to do it? 

Mr. Creepvon. I think it is better to expand existing facilities, be- 
cause we will get more tonnage capacity per unit of construction 
material expended. 

Mr. Szrety-Brown. Do you feel that we will need any new plants 
at all? 

Mr. Creepon. In the steel expansion program? 

Mr. Seety-Brown. Yes. 
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Mr. Creepon. Oh, yes. 

Mr. See.y-Brown. Wo determines where those plants are going 
to be located? 

Mr. Creepon. Well, the owners themselves determine, and have 
determined where the plants are to be located. 

Mr. See.y-Brown. You have no responsibility as regards where a 
steel plant is going to be built? 

Mr. Crerpon. Generally speaking, I would say that we have no 
responsibility as to where it is going to be built. I might say that 
the steel program is, so far as certificates of necessity, and so far as 
new plants are concerned, you might say, all disposed of practically, 
and it has been for quite some time. 

Mr. Srety-Brown. Do you feel that the construction of a new 
plant, particularly if it is in some area where they have no existing 
facilities for steel, do you feel that the construction of that kind of a 
plant may take more steel than is wise at this stage of the game? 

Mr. Creepon. Yes, sir. In other words, to construct a brand 
new plant, including all of the facilities and utilities necessary to 
support that, it will take a great deal more in the way of construction 
materials than additions to existing plants which already have the 
preponderance of those supporting facilities and utilities. 

Mr. See.y-Brown. Do you feel any large scale dispersal program 
do you feel if we embarked upon any large scale dispersal program, 
that it would make an even tighter steel situation? 

Mr. Creevon. Well, generally speaking, if you have to ubild : 
plant, where you have to build all of the facilities and salineiting 
utilities in connection therewith, in starting from scratch, it does take 
a great many, a great deal more materials, than when you add to an 
existing plant. 

Mr. Seety-Brown. That is all. 

Mr. Riesiman. Could I| ask just one more question? 

Mr. Burton. Yes, Mr. Riehlman. . 

Mr. Rieuuman. Mr. Creedon, the list that you have presented here 
today, does that cover all of the plants that you have taken into con, 
side moe in respect to steel expansion? 

Mr. Creepon. Steel ingot expansion. 

Mr. panne Yes, ves, that is what I mean. 

Mr. Creepon,. Yes, sir. 

Mr. Rieui_Man. Now, I notice at the bottom of the page it said 
that financial assistance has been given to Lone Star and the Green 
River project. 

Mr. Creepon. Yes, sir. 

Mr. Rienuman. Have the rest of these companies here received 
certificates of necessity for the expansion of their plants? 

Mr. Creepon. Substantially all have. All of them, to the best of 
my knowledge, NPA has recommended to DPA that a certificate be 
issued. ‘There may be some that are pending issuance in DPA. 

Mr. Rrew_man. But it is your belief that practically every one of 
them have been issued, or will be, certificates of necessity as an 
incentive to expand their facilities for the production of ingot steel? 

Mr. Creepon. I can only say that practically all of them have 
been issued. The balance we have recommended to DPA that they 
issue. J] cannot speak as to the resulting action on that. 

Mr. Riexs_man. But you have recommended that they be issued? 
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Mr. Creepon. Yes, sir, that is, NPA has recommended that. 

Mr. Riewiman. Yes. 

Mr. Burton. Mr. Evins? 

Mr, Daumas. Mr. Chairman, could I supplement Mr. Seely-Brown’s 
questions by one question? 

Mr. Burton. Yes. 

Mr. Damas. I simply want to ask Mr. Creedon this, that in the 
location of a steel plant you must give consideration to ore supply, 
and coal supply, and the limestone supply, and the scrap supply, 
must you not? 

Mr. Creepon. The economic picture with regard to the raw mate- 
rials is certainly a very controlling consideration insofar as site 
location. 

Mr. Damas. That is all I have. 

Mr. Evins. It is also important, is it not, to not have all your 
eggs in one basket, and instead of having them all in Gary and Chi- 
cago, that there might be an advantage to having some in the South- 
west, like Lone Star, and Birmingham, and some in the South, where 
there is an abundance of patriotic labor? 

Mr. Creepon. Yes, sir. 

Mr. Evins. You recognize that advantage, too? 

Mr. Creepon. Yes, sir. 

Mr. Seety-Brown. How about the over-all economy, is it better 
for the over-all economy, since we are experiencing many shifts in 
aur population, to concentrate in certain areas, or should we try to 
balance it out? 

Mr. Evins. Mr. Creedon, regarding certificates of necessity 

Mr. Seery-Brown. Excuse me. May he answer that? 

Mr. Evins. Excuse me. Yes; let him answer the question. 

Mr. Burron. Well, Mr. Evins has the floor. If you care to yield 
to the gentleman? 

Mr. EVINS. Yes; | vie ‘ld to mv good friend. 

Mr. Creepon. Well, that is a pretty big question to answer. 

Mr. Seety-Brown. You can recognize the problem. A lot of 
people are wondering what we are going to do when the cold war is 
over. We have expanded our production, and then what are we going 
to do when the cold war is over? Do you anticipate that, do you 
take that into consideration as to where you are going to put the 
plants? 

Mr. Crerepvon. Well, the plants, of course, are being constructed 
entirely with private funds, and the people, the owners, are partici- 
pating in that gamble as to what is going to be done with them 
when the particular present emergency is over. 

Mr. Srety-Brown. Have you ever recommended, for instance, 
that any Government funds be used for the building of a steel plant? 

Mr. Creepon. We have in two cases, Green River and Lone Star. 
One was in Texas, and | believe Green River is in Kentuky. Those 
are the only two. 

Mr. Seety-Brown. I am sorry. I did not mean to interrupt. 

Mr. Burton. That is entirely in order. Mr. Creedon may be 
caught here betwixt sectional ideas, but in the process we will probably 
develop some interesting facts. 

Mr. Evins, you have the floor. 

Mr. Evins. Well, let us call it the national concept, instead of a 
regional one. 
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Mr. Burton. That is right. 

Mr. Evins. You also recognize the fact that where industry is 
concentrated in a particular heavy area, a very heavy concentration, 
that you have many disadvantages, one being that it is a prime target 
in case of an attack, do you not—— 

Mr. Creepon. Yes, sir. 

Mr. Evins (continuing). And secondly, you are also encountering 
problems of slum clearance and housing problems, and all of those 
things multiply where you have an extreme concentration. You 
recognize that, also, do you not, Mr. Creedon? 

Mr. Creepon. Yes, sir. 

Mr. Evins. And you also recognize the fact that you have an 
importation of labor, that people move from the South and 
Southwest, and they have to go where the defense industries are 
located and employment is provided. 

Mr. Creepon. Yes. 

Mr. Evins. You also recognize that the Air Force, and perhaps 
military establishments, in some instances, have a policy, or sugges- 
tion of a policy, that perhaps subcontracts be let in the same localities 
where the prime contracts are let? 

For instance, in California, there is our great aviation industry, and 
many subscontractors, or potential subcontractors, people who are 
capable of performing work in aviation by that policy are precluded 
from doing that, because they have to contract in that particular 
regional area on account of the matter of transportation. 

So if we had a dispersal of industry in various sections where we 
could eliminate and avoid and obviate some of these problems we have 
been mentioning, that would be to our advantage, would it not? 

Mr. Creevon. The question as to whether you don’t create bigger 
problems when you go into an isolated area to start a huge plant, with 
all of its supporting facilities and utilities that you have to construct 
which are nonexistent, must be taken into consideration. 

Mr. Evins. Yes; I realize you have problems there, but you also 
have problems under the other method, you recognize that, don’t 
you? 

" Mr. Creepon. You have problems under both; yes, sir. 

Mr. Evins. Now, one other question regarding the certificates of 
necessity. I have information to the effect that certain steel beams 
are available for the use of contractors, and certain copper tubing and 
wire is available, and certain builders have other supplies on hand and 
are ready to build certain buildings, but they do have difficulty in 
obtaining certificates of necessity. 

A particular supplier has informed—— 

Mr. Crerevon. Do you mean CMP tickets? 

Mr. Evins. Yes. Now, this may not be in your particular field. 

Mr. Creepon. I think it is, I think it is. 

Mr. Evrns. I have not been here to all of the hearings, and there 
may be some repetition here. 

Mr. Creepon. I think it is. 

Mr. Evins. Well, in any event, these gentlemen told me that they 
have the materials, and they have the supplies, and they are ready to 
construct, but they cannot get the piece of paper that is necessary. 
What seems to be the principal reason for that imability to. secure 


these certificates? 
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Mr. Creepon. We originally had July 31 set as a deadline for the 
receipt of what we call 4 (c) applications, which are, you might say, a 
joint permit to build, and a joint application for the materials and 
equipment necessary to build. 

We had very few applications received as of July 31, so we extended 
the date informally until August 7. On August 7 we tried to close 
our books and rack up all these thousands of pieces of paper that we 
had received, in order to find the total materials involved, to see what 
percentage we could approve and give materials to, which is the same 
thing when they were asking for a permit to construct. 

We have worked very diligently at that late nights and Sunday, and 
we started issuing tickets day before yesterday, or yesterday—well, we 
completed the day before yesterday, or yesterday morning, rather, we 
completed all of the tickets in the aluminum-expansion program, and 
we also completed all the tickets in the commercial field, you know. 

Mr. Evins. Yes. 

Mr. Creepon. Commercial construction. We also completed and 
issued all of the tickets in the steel-expansion program. 

We are endeavoring to issue all of the tickets in the military-con- 
struction program, that is, military construction with private funds, 
plus all the rest of the tickets in the entire industrial field, to the 
extent that we can by Sunday night of this week. 

Mr. Evins. In other words, all the applications that have been filed 
are caught up? You are current in your work in that regard? 

Mr. Creepon. All those that we have received as of August 7. 
There are some that have come in after that that we have not gotten 
around to yet, but we plan to try to look into them next Monday 
morning. 

Mr. Evins. One more question: In applications that are filed, or at 
least those that you consider essential, they are speedily processed? 

Mr. Creepon. Well, the thought is to send them all out at once. 
As I say, we closed our books August 7, and we expect to have all that 
are going to be approved and issued, or say 95 pereent of them, mailed 
by Sunday night. 

In my book, that is speedily processed; yes, sir. 

Mr. Evins. I applaud you and commend you in that, for the 
information I have is that the lack of getting the certificates or tickets, 
as you call them, is holding up construction work. 

Mr. Creepon. That is true in many instances, and I have tried to 
tell you what we are up against, and I hope that I did give you some 
picture of what our problem was. 

Mr. “vins. Yes. 

Mr. Bisuor. Mr. Chairman. 

Mr. Burton. Mr. Bishop, do you have some questions you would 
like to ask? 

Mr. Bisuop. Thank you, Mr. Chairman. 

My question, of course, I believe is a problem that has given every 
Member of Congress some difficulty, and that is the fact that there is a 
freeze. Now, will you tell us about this freeze that you put on from 
time to time, and how long you expect it to continue. 

Mr. Creepon. The freeze on tax amortization? 

Mr. Bisuop. On the distribution of applications. You just said 
now to the gentleman from Tennessee that you have issued orders for 
the delivery of steel that they have made application on, is that 
correct? 
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Mr. Creepon. For the fourth quarter; yes 

Mr. Bisuor. What do you mean by the fourth quarter? 

Mr. Creepvon. The last 3 months of this year. 

Mr. Brsuop. What about the applications that have been in for a 
year. 

Mr. Creepon. Well, I could not tell you—— 

Mr. Burton. Are you inquiring as to amortization certificates or 
tickets? 

Mr. Bisnor. About the tickets for the delivery of steel. 

The people I have in mind have already applied to the steel com- 
panies, and they will not deliver it because you would not give them the 
necessary papers to have them delivered. I will bring to your atten- 
tion the fact that you have had a man here in your office from my 
home town, or from my county, for the last month. He has been in 
there, and you have wrestled him from one department to another, 
and finally you told him that you had things frozen since August 7, 
and now you say it is frozen until October 1 

Mr. O’Brien. May I answer that Seal 

Mr. Burton. Yes; Mr. O’Brien. 

Mr. O’Brien. The tickets, the applications for CMP allotments, 
are for applications for allocations of materials for the fourth quarter. 
When they get out is relatively unimportant, in that they will be for 
materials to be delivered in the fourth quarter. 

The freeze, as you call it, was the closing of the books so that we 
could stop and total those applications, because you could not issue 
one until you totaled them and found out what they were. 

There are 10 items, and all those 10 items vary. They had to be 
totaled and proportioned out before any could be issued, but that has 
not delayed anything, because you are still talking about the material 
to be delivered in the fourth quarter, in October. 

Mr. Bisuor. Is that universal? Is that in your entire program? 

Mr. O’Brien. That is true of all CMP. 

Mr. Bisuor. Well, as you know 

Mr. O’Brien. Construction, I am talking about. 

Mr. Bisnop. I am using this as an individual pattern, because I 
imagine that it applies to every place in the United States, but the 
contractors have started, a year ago, and at that time they put in an 
application for the steel. Then it was up to them, of course, to find the 
steel, and they have done that. Now, then, they come to the point 
where they have got their foundations in, and they have worked up to 
that point, and they must have the steel necessary to proceed with, 
and you have them tied up, not only in this particular case, but I guess 
in thousands of others. 

Mr. O’Brien. Well, we started in January, or probably early in 
February, to issue defense orders, which were issued on the basis of 
applications for jobs, and we issued DO 46’s which, in turn, were 
applied on the mills and extendable down to the raw materials for 
manufacturers to manufacture their products. 

Beginning in June of this year, the mills were so filled up with orders 
that they could not fillthem. That is what stopped them from getting 
materials. 

Mr. Bisnor. Well, as | understand it, it is somewhat different from 
that. They claim that you fellows have got them tied up, that the 
mills‘have got the steel, and they have it ready for delivery, if you 
fellows will only give them the papers. 
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Mr. O’Brien. We have issued the DO 46’s, many of them, which 
have been returned by the mills because they could not fill the orders. 

Mr. Bisnop. | did not get your answer. 

Mr. Creepon. | say, we have issued DO 46’s which have been 
returned by the mills because they could not fill the orders, they did 
not have the capacity to fill them. 

Mr. Bisuor. Well, the gentleman alongside of me here has asked 
me the kind of a project it is, and it is for a memorial hospital. 

Mr. Creepon. We do not handle hospitals, the Federal Security 
Agency does that. 

Mr. Bisuop. At the same time, the Federal Security Agency sent 
those back to you for delivery. : 

Mr. O’Brien. Where is this memorial hospital located? 

Mr. Bisuop. In Marion, Ill. You have had a man in your office 
for the last month. It is a municipal proposition. 

Mr. O’Brien. Every job was not approved as meriting a DO 46. 

Mr. Bisuop. Is Mr. Clifford in your office? 

Mr. O’Brien. No, sir. 

Mr. Bisuop. But Mr. Creedon is. 

Mr. O’Brien. Yes. 

Mr. Bisuop. He and Mr. Clifford have run this fellow blind from 
one place to another on the question of getting delivery on this steel, 
and | understand that they are not by themselves. That is what I 
am trying to get at, when are you going to release those orders, or are 
you going to? 

Mr. O’Brien. We have changed from the DO 46 pattern to the 
CMP for fourth quarter allocations. The DO 46’s have been back- 
logged because of lack of capacity in the mills to roll the steel. All 
we have done by shutting off the DO 46’s is to chop off the backlog. 

Mr. Bisuop. Well, if 1 understand it, you told the gentleman from 
Tennessee that vou will have them out in the mail shortly. 

Mr. Creepon. Well, insofar as our projects are concerned. Inso- 
far as your hospital is concerned, and insofar as materials for the 
fourth quarter, and the 4 (c)’s, we don’t handle that. The Federal 
Security Agency does. And if they don’t issue a 4 (c), the Federal 
Security Agency, for a particular hospital project, then the project 
will not get its structural steel in the fourth quarter. But that is 
entirely insofar as the issuance of the 4 (c) ticket is concerned, and 
that is up to the Federal Security Agency. They are the claimant 
agent for hospitals under the CMP. 

Mr. Bisuor. Yes; but this has to have the O. K. of you fellows. 

Mr. Creevon. We have nothing to do with it, insofar as issuing 
the 4 (c)’s for materials for that hospital for the fourth quarter, be- 
cause they were given X tonnage, and how they use that tonnage is 
entirely at their discretion. 

Mr. Bisuor. What would be vour reaction if the parties concerned 
in this would go and buy the steel under the black market? 

Mr. Creepvon. Well, of course, it would be a violation, and we 
would simply refer it to our compliance department. 

Mr. Bisuop. Have you had it called to your attention that under 
your present program, as slow as it has been, that you have been 
driving a lot of good people in this country into the black market? 

Mr. Creepon. Not in the construction industry. 

Mr. Bisuop. That is what | am talking about. 
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Mr. Creepon. I have not had it called to my attention; no, sir. 

Mr. Mutter. Is this a private hospital? 

Mr. Bisuop. It is a county hospital, a community hospital. 

Mr. Mutrer. I think it has been our information that the FSA 
is the claiming agency for all hospitals, unless they are private hos- 
pitals. If it is a county hospital, it is up to the FSA to make th: 
claim for that steel for them, and they get that allotment, and it is 
up to the FSA to make the allotment. 

Mr. Burton. Yes. 

Mr. Bisuop. That is all. 

Mr. Burton. Thank you, Mr. Bishop. 

Now, gentlemen, we would like to recess for a matter of 5 or 10 
minutes, if you gentlemen will excuse us, and we would like to go into 
executive session. 

We have quite a fine representation of our membership here, and 
we will talk over the general situation, so if you will be good enough 
to remain, we will resume immediately following our brief conference 

The House convenes at 11 o’clock, and we will be subject to cal! 
at any time, but I think we will be in order to proceed until we get a 
quorum call, which is likely to be early. 

Thank you very much. 

(The committee then went into executive session, after which the 
following proceedings were had.) 

Mr. Burron. I will ask Mr. McKinnon to preside in my absence. 

Mr. McKinnon (presiding). Thank you, gentlemen, for your 
indulgence. 

Mr. Multer, do you have any questions? 

Mr. Murer. Yes; just one or two. 

Mr. McKinnon. Proceed. 

Mr. Mutrer. In determining the question of expansion of facili- 
ties, as to whether or not it should be by adding to existing facilities, 
where they now exist, or permitting entirely new facilities to be estab- 
lished in other areas, do you consult with the Antitrust Division of 
the Department of Justice on the subject at all? 

Mr. Creepon. Not on that particular phase, not in that particular 
relation; no, sir. 

Mr. Mv rer. In other words, what I have in mind is, say one of 
the big steel companies comes in and makes an application for an 
expansion of their facilities, do vou weigh at all the question of anti- 
trust violations, or the possibility of any antitrust violations? Do 
you take into account the fact that there may be some other group 
or groups that would be willing to establish those facilities in compe- 
tition to the big companies? 

Mr. Creepon. In many instances we have referred such situations 
to the Antitrust Division for advice, yes, sir; and we have been 
guided by their advice; that is, the DPA, who is the issuing office 
Our part of it is simply, in our paper recommendation, to draw atten- 
tion to the fact that it would be appropriate to get the advice of the 
Antitrust Division in this particular instance, and then DPA has 
followed through on that, they being the issuing office. 

Mr. Mutter. I would like to, but I don’t think this would be the 
time, to get into all the implications of dispersal as against nondis- 
persal. I am one of the few, if not the only Member of Congress, 
north of Maryland on the east coast, anyway, who dared to say that 
you should disperse industries, not by moving existing industries out 
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of the areas where they are located now, but when it comes to creating 
new industries, that they ought to be created outside of th< municipal 
areas and the large areas where many of those facilities are presently 
located. ; 

But that would involve much more time, I think, than we would 
care to get into, and I don’t think you, as a Government executive 
official, ought to get into the middle of that argument at this time. 

Mr. Evins. Well, I disagree with the latter part of your statement. 
I agreed with the former position that you took, but I think these 
people who have to do with the direction of this matter in the future 
should be brought into the matter. 

Mr. Mutrer. I agree with you that they should consider all of 
the elements necessarily that go into the making of a decision, but at 
the same time I don’t think that they ought to get into the argument 
here with us, some of us who may favor dispersal as against those 
who are opposed to dispersal, because I] think that will be a matter 
of legislative policy, or policy that will have to be laid down by the 
legislature. At the same time, I think they should continue to do 
what they are doing, taking all of the economic situations into account, 
as against expanding existing facilities where they are now located 
and building new facilities elsewhere, if it means new companies and 
new competition, and certainly that should be one of the strong 
elements 

Mr. Evins. Will the gentleman yield? 

Mr. Murer (continuing). In favor of their moving away from 
expanding existing facilities—surely. 

Mr. Evrns. As I tried to say earlier, the Defense Department does 
not compel, or they do not require, but | believe we have information 
that they make suggestions that subcontractors be located in the 
immediate vicinity on account of transportation problems. 

If your officials in the other departments made suggestions because 
of the slum problems, or because of the overcrowded conditions, and 
because of the target difficulties, that there be some dispersal, | think 
that the people making these laws would be encouraged or would be 
inclined to be guided by your suggestions. 

Mr. Mutter. What is the situation with reference to the expansion 
of aluminum facilities? Is that being done by an effort to expand 
existing facilities, or is it being done by an effort to bring new people 
into the industry? 

Mr. Creepon. I have nothing whatever to do with that phase of 
the aluminum program. That is under Defense Minerals and, 
therefore, | don’t think that I could comment on it, sir. 

Mr. Mutrer. Then reverting to the steel situation, could you give 
us an idea of the quantity of steel that is required to build a new 
facility that would be capable of producing, say, a million ingot tons 
a year, or any other amount per annum, that you might have the 
figures available for? I don’t know whether a million tons is a good 
standard, or what standard you use that should be the minimum 
capacity of a new plant. 

Mr. Crerepon. May I please supply some figures tomorrow on 
that? 

Mr. Mutter. I would appreciate it if you would. 

Mr. Creepon. I could give you a horseback answer but I have 
some good figures to give you on that. ' 
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Mr. Murer. Yes. You cannot take the million tons per annum 
figure, or rather, you could take that figure, if that figure were to be 
used in setting up a new plant, but don’t feel bound by that figure 
Take any figure you would determine as the minimum capacity for a 
plant to operate economically under. 

About how much steel would be required to create or to erect such 
a proposition? 

Mr. Creepon. How much structural steel would be required to 
build a plant to produce a million tons of ingots? 

Mr. Muvrer. Yes, or any other minima, which would be the nini- 
mum capacity for the economic operation of a new plant. 

Mr. Creepon. Yes, sir. 

Mr. Murer. Thank you. 

(The following information was submitted on August 22, 1951:) 

A new and complete plant having a capacity of 1,800,000 tons of steel ingots 
that is presently under construction requires, according to the engineer take-off, 
165,000 tons of structural steel. Proportionately, a 1l-million-ton plant would 
require approximately 91,000 tons of structural steel. 

Mr. McKinnon. Mr. Creedon, on these steel expansion lists that 
you have given us here, does that comprise all of the applications 
that have been made for expansion, or does this represent just a 
selective list of many applicants that have applied but have been 
turned down. 

Mr. Crespon. Well, this first applies to steel-ingot expansion, not 
blast-furnace, nor anything else. 

Mr. McKinnon. Has everyone who has applied been given all 
they have asked for, or has there been some trim-down in the list? 

Mr. Creepon. There have been some trimmed down. ‘There are 
some companies that are not on here that have applied for and have 
not been given the certificates. I could furnish that information, 
if the committee would like to have it. 

Mr. McKinnon. I would like to have that list for the committee, 
and I would like to have, too, if you know by chance offhand, whether 
the Kaiser Steel Co. at Fontana, Calif., or whether the United States 
Steel at Geneva has applied for expansion and been turned down. 

Mr. Creepon. | do not know offhand. 

Mr. McKinnon. I would like to have that information for the 
record, also. 

Mr. Creepon. Kaiser at Fontana and United States Steel at 
Geneva? 

Mr. McKinnon. Yes, and any other western steel plants that 
have made application and been denied. 

(The following information was submitted on September 28, 1951.) 


List or Steet Companies DENIED ALLOTMENTS FOR THIRD AND 
FourtTH QUARTER 


Cameron Iron Works. 
Continental Steel Tube Co. 
E. H. Edwards Co.! 
Ingersoll Products Division. 
Kenmore Metals Corp. 
Precision Drawn Steel Co. 


! Western steel plant denied allotment, 
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(The following memoranda were submitted on September 28, 1951.) 


SEPTEMBER 12, 1951. 
MEMORANDUM 


To: Mr. Edward J. Wollam, Industrial Expansion Division, Facilities and Con- 


struction Bureau. 
From: R. J. Wysor, Assistant Director, Iron and Steel Division, Metals and 

Minerals Bureau. 

In accordance with your request by telephone to our Mr. Whitsitt today, we 
st below the CMP 4-—C applications from Kaiser Steel Corp., Fontana, Calif., 
with the action taken thereon. We understand, for your purposes, the action 


taken on the steel is sufficient: 


Other carbor 


° Plate, item | Structural, ; 
No. 13 item No. 14 som _ Remarks 
Application J-747 51 201 @53 
Allotment J-747 51 201 653 


(pplication J-936_ .. 

Allotment J-936 

Application J-817 103 ‘4 
Allotment J-817. 


SEPTEMBER 12, 1951. 
MEMORANDUM 


To: Mr. Edward J. Wollam, Industrial Expansion Division, Facilities and 
Construction Bureau 

From: R. J. Wysor, Assistant Director, Iron and Steel Division, Metals and 
Minerals Bureau. 

In accordance with your request by telephone to our Mr. Whitsitt today, we 
list below the CMP 4—-C applications from Geneva Steel Co., Geneva, Utah, with 
the action taken thereon. We understand, for your purposes, the action taken on 
the steel is sufficient. 

As Mr. Whitsitt related to you, the Geneva Steel Co. is owned by the United 
States Steel Corp., and representatives of this corporation reviewed the require- 
ments of all their companies, and, as a result, it was understood that allotments 
would be made as shown below: 


Application J-2181 55 31 30) 

Allotment J-2181 13 1 80 

Application J-3199 13 

Allotment J-3199 DO rating only 

Application J-3200 55 23 106 

Allotment J-3200 Copper requirements 
ind DO rating onl; 

Application J-4046 ; 

Allotment J-4046 DO rating only. 

Application J-4744 16 6.5 0.4 

Allotment J-4744 

Application J-4745 

Allotment J-4745 


Do, 


Do. 


Now, I notice in just quickly adding this up that you have some 17 
million tons expansion in here, is that about right? 

Mr. Creepon. Approximately, I believe. 

Mr. McKinnon. And I notice further that you have about 650,000 
tons allocated for the area west of the Rocky Mountains, from the 
Rocky Mountains west, including the State of Colorado and on west. 

Mr. Creepon. Yes. 
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Mr. McKinnon. There are only some 650,000 tons for that dis 
trict, which represents only about a 4-percent plant expansion on th: 
west coast and in the Rocky Mountain area, and the other 96 percen! 
goes——well, I will say 94 percent, because some million tons or so ar: 
represented for the State of Texas, and the rest is all east of th. 
Mississippi River. 

Mr. Creepon. Yes. 

Mr. McKinnon. Now, that does not run parallel with the develop. 
ment of the country, does it? 

In other words, our country has developed far more than 4 percent 
west of the Rocky Mountains. 

Mr. Creepon. I find in examining the general picture, as a genera! 
statement the applications for construction of new facilities on th: 
west coast have been surprisingly, to me, small in number and amount 
I think the real answer that you are looking for is, insofar as steel is 
concerned, and applications on the west coast, what are the applica- 
tions, and what has been the disposition of them. 

I will be very happy to give you that information. We cannot 
handle other than those that submit applications. to build. 

Mr. McKinnon. Now, when these applications are submitted 
are most of them accompanied by a request for this accelerated amorti- 
zation tax plan? 

Mr. Creepon. Yes, sir; insofar as steel is concerned, all of them. 

Mr. McKinnon. They all are? 

Mr. Creepon. I believe all of them, I know of none that were not 

Mr. McKinnon. In other words, the Government, in a sense, is 
subsidizing the steel expansion? 

Mr. Creepon, Yes, sir. 

Mr. McKinnon. Then in that instance the Government becomes 
a partner, to a certain degree, does it not? 

Mr. Creepon. To that extent. 

Mr. McKinnon. Then the Government should have some say as 
to where the steel expansion plants are going to be located? 

Mr. Creepon. Yes, sir. 

Mr. McKinnon. And we realize at the present time in this war 
emergency program that we are setting the economic pattern of the 
United States for many years to come, so far as steel goes, and that 
is the basis of all of our expansion? 

Mr. Creepon. Yes. 

Mr. McKinnon. Now, in determining where this steel mill goes, 
where the plant expansion goes, we are in effect today determining 
the whole economic pattern of our use for years to come? 

Mr. Creepon. That is undoubtedly true; yes, sir. 

Mr. McKinnon. And if the Government has a say on tax amorti- 
zation, it certainly should have a say on what the economic pattern 
in steel expansion is going to be, where it is going to be located for the 
best interests of our country, not only for the military effort right now, 
but for the equitable distribution of steel throughout the country? 

Mr. Creepon. Yes, sir. 

Mr. McKinnon. And yet we notice that there is only about a 
4-percent expansion in the whole expansion of 17 million tons for the 
country, only 650,000 tons that are going to the West, whith is not 
an equitable distribution, is it? 
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Mr. Creepon. I do feel that the only answer that I could give to 
that is to submit a list of all applications to construct projects on 
the west coast in steel expansion and our disposition of them. 

Mr. McKinnon. Well, of course, you take the position, and I 
can see that it is a reasonable position, all right— 

Mr. Creepon. They are all going to be constructed with private 
funds. 

Mr. McKinnon. Well, now, they are being constructed out of 
private funds, but at the expense of the tax-amortization program 
that the Government is giving you. 

Now, you are creating in this program the inability of any further 
steel expansion in years to come, other than what is going on here, 
because these plants are going to have their plant investment written 
off on an accelerated amortization program. If a steel mill wants 
to locate out in the West some place, they will have to go in 5 or 10 
years from now and have their depreciation as part of their costs 
figured in and when they are competing with the mills that are estab- 
lished under this program, their competitors, the ones who are estab- 
lished now, will be in a much better competitive position. A new 
steel mill in the West or a new steel mill anywhere would not have a 
chance of succeeding against these plants where you have written 
them off at the taxpayers’ expense; isn’t that pretty true? 

Mr. Creepon. They will have the advantage of that. 

Mr. McKinnon. They will have a very decided competitive 
advantage. 

Mr. Creepon. Of the necessity certificates; yes, sir. 

Mr. McKinnon. So we are setting a pattern now; and if the 
Government is going to subsidize these expansions by tax-amortiza- 
tion programs, certainly it seems to me that the Government has a 
right to suggest where they want the mills to be built for the economic 
future of our country. We are not doing that under this program. 

Here we have only 650,000 tons going to the west coast, the whole 
entire western part of the United States, as against 17 million tons of 
expansion for the entire country. Instead of spreading and dis- 
persing our economic pattern, we are concentrating it further than 
it has ever been done in the history of the whole U nited States. 

Mr. Rreniman. Isn’t it true, though, Mr. Creedon—and | am not 
arguing with my colleague’s position—that you can only act on the 
requests that are made to your division for expansion, is that not 
true? 

Mr. Creepon. Yes, sir; that was my implication in saying that 
insofar as the west coast was concerned, which seems to be the subject 
under discussion, that I would be very happy to give the disposition 
of the requests as applied for. 

Mr. McKinnon. Well, now, if we are making an investment 
through an accelerated amortization program, and the United States 
Steel Co. comes before you and says, “We want to expand our 
plant in Pennsylvania,” for instance, wouldn’t you have the right 
to say, “Since we are making a contribution to that e xpansion, a very 

docked contribution, well, there is so much expansion going on in 
e East, and so little going on in the West, and we have such a great 
neal in shipbuilding, aircraft construction and other construction 


activities in the West, that we want you to do that expanding at 
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Geneva, Utah, instead of doing it in Pennsylvania. We think i 
will serve the country better.” 

Certainly you would have it within your province to make tha: 
suggestion, would you not? 

Mr. Creepon. Well, to answer the question the other way around 
it would be within the discretion of the Government to disapprove a 
certificate on the basis of the location proposed being unsatisfactory 
for good reasons, but as to whether or not we could say, ‘You put 
your plan in California,” | would hesitate to say that that could be 
done. 

Mr. McKinnon. Well, you could say that instead of expanding 
that plant in Pennsylvania that it should be expanded in Utah. 

Mr. Murer. Well, you might better say expanded somewhere 
else, without naming any specific point. 

Mr. Creepon. That ts the point I make. 

Mr. McKinnon. Well, they have a plant in Geneva and they have 
a plant in Pennsylvania. We are not treating with a new plant 
but we are treating with expanding facilities already in existence to 
match the economic pattern of industry that is developing in othe: 
lines. 

Mr. Creepon. Of course, insofar as the steel industry is concerned, 
where the raw materials are is the contributing economic factor in 
the study, in most instances, that is controlling. 

Mr. Rresuman. With new industries requesting certificates of 
necessity, you do take into consideration, do you not, the labor pro- 
gram in that area, and the housing program? 

Mr. Creepon. Yes, sir. 

Mr. Rrewitman. And the possibilities of access to raw materials 

Mr. Creevon. Yes, sir. As an illustration, we will not approve a 
proposed new facility, until the site is definitely selected. 

Mr. McKinnon. Thank you. 

Are there any further questions? 

Thank you very much for your appearance 

Mr. Damas. Just a moment, please, Mr. Chairman. 

Mr. McKinnon. Mr. Dalmas. 

Mr. Datmas. We do have more questions for Mr. Creedon, and if 
possible, we would like to have him come back. 

Mr. McKinnon. Well, I understand that we have been given 
permission to sit while the House is in session this afternoon, so we 
will adjourn at this time or recess at this time until 2 o’clock this 
afternoon. 

(Whereupon, at 11:15 a. m., a recess was taken until 2 p. m., of 
the same day.) 

AFTERNOON SESSION 


Mr. Burton. We will call the meeting to order. 
Mr. O’Brien, will you come forward, please. 
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STATEMENT OF FRANK CREEDON—Resumed; ACCOMPANIED BY 
AMIL J. KENYON, CHIEF, MINERAL AND FOREST PRODUCTS 
BRANCH, TAX AMORTIZATION DIVISION, NATIONAL PRO- 
DUCTION AUTHORITY 


Mr. Creepon. This is Mr. Kenyon, Mr. Chairman. Your acting 
chairman excused Mr. O’Brien this afternoon. He must go to issue 
some CMP certificates for construction. 

Mr. Burton. For that purpose, it is entirely in order. We have 
had some inquiry in the meantime about tickets and failure to receive 
them, but I hope it will be all cleared up. 

We will let you ask some questions, Mr. Dalmas. 

Mr. Daumas. Mr. Creedon, how late are these tickets going out 
for the fourth quarter? 1 mean, obviously you would not try to issue 
tickets for steel right now, which is to be shipped the Ist of October, 
so I wondered how late they were. 

Mr. Creepon. Structural steel is a 45-day certificate time. In this 
particular instance, we had foresight enough to appreciate that we 
might not meet the precise 45-day lead time. August 15 is 45 days 
from October 1, so we made arrangements with Bethlehem Steel and 
United States Steel, the two principal fabricators of structural steel, 
who make roughly 80 percent of structural steel, to set aside a block 
of 50,000 tons each per month, October, November, and December. 
So that even though we did not meet the lead time, the 45-day limit, for 
October, we will be taken care of because of that set aside in the mill. 

Mr. Damas. Did you do the same thing on plates? 

Mr. Creepon. Yes, sir. 

Mr. Daumas. And in other items? 

Mr. Creepon. That is all. Other items, you know, have a shorter 
lead time than structural steel. 

Mr. Datmas. We are told by people who have been writing us, 
and by items in the newspapers, that the books of the steel mills are 
filled for the fourth quarter. So if you are issuing the orders now, 
how are those tickets going to be translated into firm orders for the 
fourth quarter? 

Mr. Creepon. As far as we know, on structural steel, we have the 
supplies blocked out, 300,000 tons for the quarter and, therefore, we 
expect the tickets to be honored, provided we do not overissue, and 
we are taking great care not to overissue. 

Mr. Datmas. You think, then, that the demand and supply is going 
to be met in the fourth quarter in structural steel and plates and you 
cannot speak of other items? 

Mr. Creepon. No; I can only say insofar as tickets that we write 
on structural, we are going to try hard not to overwrite. In other 
words, we are going to guarantee not to overissue tickets, and we 
expect they will be honored. 

Mr. Datmas. Mr. Chairman, we were talking before the hearing 
started this morning with Mr. Creedon. You will recall he said it 
would be agreeable to supply us with information, in tabular form, 
of the allocations of steel, copper, and aluminum for the four quarters, 
for the expansion of the basic producing facilities in the steel industry, 
on a plant and company basis. 
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Mr. Creevon. Yes; but reference was only to structural steel. 

Mr. Dacmas. That is probably true, but could we have all of those” 

Mr. Cregpon. We will give you the structural steel in part 1 anc 
and the other two to follow. In other words, we could get the struc 
tural steel now very quickly. 

Mr. Daumas. And the plates? 

Mr. Creepon. We can get structural steel and plates to you quickly 

Mr. Damas. All right. 

Mr. Creepon. The other controlled materials will take consider- 
ably more effort on our part. 

Mr. Burron. The aluminum and copper are also under your juris- 
diction? 

Mr. Creepon. They are controlled materials, and insofar as giving 
out controlled materials for industrial plants; yes, sir. 

Mr. Datmas. How soon could we expect that, Mr. Creedon? 

Mr. Creepon. Would Monday do, sir? 

Mr. Daumas. Oh, yes; fine. The Facilities and Construction Bu- 
reau under this allocation for the fourth quarter have 653,725 tons of 
steel allocated by the DPA Requirements Committee. 

Mr. Creepon. Carbon steel; yes, sir. 

Mr. Daumas. And I believe the Iron and Steel Division told us that 
of that 653,000 tons, 217,000 tons were for steel expansion. Is that 
correct? 

Mr. Crespon. You are talking about total carbon steel? 

Mr. Dawvmas. That is right. 

Mr. Creepon. You are not talking about just structural steel? 

Mr. Damas. No. 

Mr. Creepon. Structural steel is a tight item. 

Mr. Datmas. I am looking at this sheet here which shows total steel 
of 653,725 tons, and Mr. Sentner told us that the steel expansion pro- 
gram officials had requested 377,000 tons, and that NPA had re- 
quested it for the steel expansion program and they had received 
217,000 tons. 

Mr. Creepon. That is approximately correct; yes, sir. 

Mr. Damas. How will that affect the completion of the plants that 
are new under construction? 

Mr. Creepon. Could I answer the question a little differently b) 
saying that of that total carbon tonnage there is an upset limit thereof 
that is allowed for structural steel, so | am talking of the same thing 
when I talk of structural steel. The requests for structural steel tota! 
175,000 tons for the fourth quarter, and the program was given 90,000 
tons. Generally speaking, that represented the screened requirements 
of the third and fourth quarter. In the third quarter some of them 
did pretty well under the DO ratings and others did -not, so that th: 
net requirements of the two quarters, which will all have to be supplied 
in the fourth quarter because they cannot get it in the third beaus: 
the DO 36 is not honored. The mills’ full amount is 175,000 tons and 
as I say, they were given 90,000 tons. That represents a slippage in 
the total over-all program as to time of roughly 3 months. 

Mr. Daumas. Three months? 

Mr. Creepvon. Yes. Does that answer your question? . 

Mr. Datmas. Yes. This list that you have here of plants, stee! 
expansion recommended and steel ingot expansion, you confine it to 
that. Now you have here quite a long list. 
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Mr. Creepon. Yes, sir. 

Mr. Datmas. Is any one of those plants being held up? I mean, is 
it gomg to throw this schedule out? In other words, did you apply 
this 90,000 tons im such a fashion that no one of these steel plants will 
be held up? 

Mr. Creepon. May I answer that in general, over-all terms, in 
trying to give you the answer, if I might tell you how we did it and 
then what the net result is to the whole program. 

We requested the representatives of the Lron and Steel Division of 
NPA, who have been making a study all along of the program, to 
apply this criterion to the applications, and to select and recommend 
the amounts of tonnage that would be given to each project. They 
did follow the criteria. Then it got the approval of Mr. Sentner, 
the head of the Lron and Steel Division, and in turn Mr. Foy, the head 
of the Metals and Minerals Division, and then it was submitted to me. 
I felt because of it being such an important subject, we better lay it 
out on the table before all of the assistant administrators of NPA, for 
them to take a look at it and give their advice. That was done, and 
a complete concurrence of NPA in the program and the companies 
and amounts selected was received. 

Now, as I say, these are the criteria that we followed, and, generally 
speaking, in broad summary, the results might be summarized some- 
thing like this: It means that every blast furnace—and you know it 
is very important to get pig iron—every blast furnace that has a 
construction schedule requiring completion on or before the end of 
next year will get its requirements. It further means every open 
hearth that is scheduled to be completed on or before the middle of 
next year will get its requirements. It means that every small steel 
company—I don’t know how to define it, but every small steel 
company is getting its full requirements to meet its construction 
svhedule insofar as the fourth quarter is concerned. 

Now my whole discussion pertains only to facilities that already are 
under construction. So that what we have tried to do is to utilize 
this tonnage to get (1) pig iron, and (2) to get the biggest return in 
ingots, with recognition to the time factor, and (3) to assist all new 
small comers into the steel expansion field. That not only goes to 
steel ingots, it goes to the steel finishing facilities, and all across the 
board. 

Mr. See.y-Brown. In connection with the list to which Mr. 
Dalmas has referred, are all the plants listed in that group in the 
process of being constructed? 

Mr. Creepon. No, no. 

Mr. Serty-Brown. I notice several are down there. For instance, 
the New England Steel Corp. is down there. 

Mr. Creepon. No, no; this is a list that we anticipate of projects 
that were given certificates of necessity, and, as I said this morning, 
some of these may never get into construction, may never get under 
way. 

Mr. Seety-Brown. But you have steel available should all of them 
get under construction? 

Mr. Creepon. Oh, at a later date? 

Mr. Srety-Brown. Yes. 

Mr. Creepon. At a later date; yes. 

Mr. Seety-Brown. Thank you. 
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Mr. Davmas. Going on beyond your ingot just a short distance, 
your shortest items now are structural steel and light gage sheets, 
or rather heavy structural steel and light gage sheet. 

Mr. Creepon. In the construction field, which is the only thing 
I can talk about, it is structural steel. We do not use light gage 
sheet to any extent in the construction field. 

Mr. Daumas. In the establishment of new finishing facilities, have 
you taken any steps to increase this structural production? 

Mr. Crerepon. To increase the structural production? 

Mr. Daumas. Yes. 

Mr. Creepon. My answer to that is very little. 

Mr. Daumas. Very little? 

Mr. Creepon. Very little, if any. 

Mr. Daumas. You mean to say then, with this increased ingot 
capacity, that we will not, in an appreciable length of time, have an 
intensive increase in structural capacity? 

Mr. Creepon. Yes; we will get a substantial increase in structural! 
capacity from the Fairless works. That,is United States Steel. I forget 
the exact tonnage. But, generally speaking, you know people don't 
want to build rolling mills. The rolling-mill capacity for structural 
steel, per mill, is 1,200,000 tons per year, plus this increment that 
United States Steel is bringing sometime next year. That may well be 
sufficient structural steel capacity to take care of the country for 
several years to come. 

Mr. Datmas. How many thousand tons will that be? 

Mr. Creepon. Jack, do you remember the United States Steel 
rolling mill increase? 

Mr. Kenyon. Offhand, no; I do not. 

Mr. Creepon. I don’t remember offhand. I am no expert on the 
steel industry. 

Mr. Datmas. Neither am I. 

Mr. Creepon. There are only two companies in the country that 
roll what we call wide flange shapes, you know, and they are tight. It 
takes a terrific plant investment to get set up to roll wide flange shapes, 
and they are only tight because there is a big push on now in industrial 
construction. It is not expected, in my opinion, from trying to buy 
structural steel for 25 years, it is not expected that that pinch will 
continue in the wide flange shapes. In other words, in all probability 
there is sufficient rolling mill capacity, in being, plus this new United 
States Steel increment. 

Mr. Daumas. Are there any heavy structural steel mills west of the 
Mississippi, for instance, the Colorado Fuel & Iron, or Geneva, or 
California? 

Mr. Kenyon. I don’t think so. 

Mr. Creepon. The only ones that roll the heavy wide flange shapes 
are in the East. 

Mr. Damas. But still a great deal of structural steel is used in the 
West, the Middle West and South? 

Mr. Creepon. Yes. 

Mr. Damas. Birmingham rolls some heavy structural steel, 
doesn’t it? 

Mr. Creepon. Yes, sir. 

Mr. Damas. Of this 175,000 tons you allocated 90,000 tons, and 
that leaves 85,000 tons. You are holding that in reserve, are you? 
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Mr. Creepon. No. You see, our entire industria! plant expansion 
required 265,000 tons for the fourth quarter. The requests that came 
in totaled something like 470,000 tons. 

Mr. Damas. Yes. 

Mr. Crerepon. Therefore we, in giving it out, had really only 50 
percent of the needs to give out, so you see we gave the steel expansion 
approximately 50 percent of its needs. 

Mr. Daumas. I am trying to break down this thing so we can get a 
picture of what this 653,000 tons is. As I say, Mr. Sentner told us that 
for steel expansion alone they requested 377,000 tons of steel, and DPA 
had allocated 217,000 for that purpose, so your 653,000 less the 
217,000 is 436,000. 

Mr. Creepon. Yes. That is the carbon steel. 

Mr. Daunmas. Of that 217,000 you say you allowed 90,000 to go to 
steel expansion. 

Mr. Crerpon. | am taking the key item, the control item, which is 
structural steel, and we were allotted 265,000 tons for all industrial 
and all commercial construction. 

Mr. Daumas. In other words, out of the 653,000, 265,000 of it was 
structural? 

Mr. Creepon. Yes, sir. 

Mr. Damas. And the rest of it was plates and sheets? 

Mr. Creepon. Yes, and bars. 

Mr. Davmas. Bars, sheets, plates, and so forth? 

Mr. Creepon. Yes, sir, that is right. 

Mr. Dautmas. Two-hundred and seventeen thousand of that total 
was for steel expansion. How did you divide that up? For what 
industries did you divide up the 433,000 tons? 

Mr. Creepon. If I can come back to that and stay with the key 
item, structural steel, for the time being. 

Mr. Datmas. Yes. 

Mr. Creepon. That is the key item. 

Mr. Daumas. Yes. 

Mr. Creepon. We had a total of 265,000 tons of structural steel. 
Now, for late comers and for projects, because we did not know in all 
instances whether or not they obtained their third quarter require- 
ments, we earmarked 10 percent or 26,500 tons as a reserve. We gave 
23,000 tons to commercial, and we earmarked roughly 10,000 for this 
self-certification. That left us a net of 205,600 tons to give out to 
industrial construction. 

Now the requirements for the aluminum expansion program were 
19,000 tons. It was the advice of Mr. Wilson’s office, and topside in 
NPA, that the aluminum expansion gets its full requirements as 
aluminum was considered urgently needed, therefore, we gave 19,000 
tons out of the 205,000 to that program. 

Mr. Dautmas. Nineteen thousand? 

Mr. Creepvon. We gave 19,000 tons out of the 205,000 to that 
program. 

Then we had, generally speaking, three other programs, the steel 
expansion program and the military program, that is, with private 
funds making direct military items, and then we had the other types of 
industrial plants, such as pulp, paper, chemicals, so forth and so on. 
So we had those four programs, and we added up the four civil re- 
quests for tonnages and apportioned them out generally in that ratio, 
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and it came out that steel got, as I say, 90,000 tons, and that le! 
110,000 out of 205,000, which is 95,000, that we allotted. 

Then the military program is getting something like 55,000, and a! 
the other something like 40,000, in the direct ratio of the screene:! 
requests. By “screened requests’? I mean those projects that we: 
determined essential, directly or indirectly, to the defense effort. 

Mr. Dautmas. How much did the railroad equipment program get 

Mr. Crerpon. I could not tell you right now, sir. 

Mr. Davmas. I suppose you look at these supporting programs i 
the sense of one program being more important than the other. |: 
that correct? 

Mr. Creepon. Might I tell you just exactly how we did it? 

Mr. Damas. Yes, sir. 

Mr. Creepon. As I say, the aluminum program is behind us, an 
I explained about the steel-expansion program, how we did that 
Then we got from the Munitions Board and the department of th 
military, the Navy, Army and Air Force, their list of projects making 
direct military items that they considered urgent and that must not 
be delayed. We then gave opposite those the changes on our 4 (c 
and in every 4 (c) that they did not have.on their listings, and afte: 
three or four meetings we came down to what the military considere«! 
the most urgent facilities to make direct defense items, that led al! 
other programs, such as chemicals, and pulp and paper, and so forth 
and so on. We took all of those applications and it pretty well lef: 
the tonnage that was available, around 40,000 tons. Then we too! 
the commercials, racked them up, and alloys and everything else 
and got the NPA industry division heads that were interested in thos: 
to sit around the table-——-they are meeting tomorrow morning and 
probably will be meeting again Saturday morning in order to, as wisel) 
as possible, use that tonnage against the most urgent projects, so 
far as contributing to the defense effort is concerned. So that a! 
of the people interested, and responsibly interested, insofar as NPA 
and the military, are participating, and trying to, as wisely as possibl: 
use this steel that is available. 

Mr. Daumas. Now, Mr. Creedon, as was indicated this morning 
we have had several figures on steel expansion. We looked in Stee! 
Magazine and found that by the end of 1952 we were supposed to 
have an increase of 13 million tons. Mr. Sentner, I believe, testified 
that by July 1953 we would have from 116 to 118 million tons. 1 am 
talking about the ingot capacity. 

Mr. Creepon. Yes. 

Mr. Daumas. And the President’s economic report, gotten up by) 
the economic advisers, stated we would have about 120 million tons 
by the end of 1952. 

Mr. Creepon. Yes. 

Mr. Datmas. Now we have had other estimates. I would lik 
if you will, to have your estimates of what the ingot capacity wil! 
become January 1, 1952, January 1, 1953, and July 1953. The pur- 
pose of that is to try to see just who is right about this program, and 
whether the program is on schedule. 

Mr. Creepon. I will answer it as best Ican. The January 1, 1951, 
ingot capacity is 104.2 million tons actually. As I said this morning, 
we sent a communication to every steel company in the country and 
got back, in writing, what they thought their capacity increases 
actually would be. Was it by quarters or by 6 months? 
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Mr. Kenyon. It was increments of 6 months. 

Mr. Creepon. Increments of 6 months, 1951, 1952, and 1953, and 
we did get back replies from all of those. Now those replies were some 
4 or 5 months ago. Is that right, Jack? 

Mr. Kenyon. Yes, sir. 

Mr. Creepon. At that time they indicated that we would have 
approximately, by January 1, 1952, 109 million tons of ingot capacity, 
and that by January 1, 1953, it was my best judgment, and still is, 
that the ingot capacity will be somewhere in the vicinity of 118 million 
tons. Now you appreciate it is difficult to give with assurance an 
estimate of what the capacity will be by then, because we don’t know 
what subsequent slippage will obtain in the steel expansion program, 
so far as meeting construction schedules is concerned. 

Mr. Damas. That is the actual goal, as far as the Government is 
concerned and as far as industry is concerned the goal is 118 million 
tons of ingot capacity on January 1, 1953? 

Mr. Creepon. I am sorry, I am not able to say that that is the 
exact goal of the industry. That is the exact goal of the Government. 

Mr. Damas. I see. 

Mr. Creepon. I could only say that, from experience with such 
programs and having gotten what information we could from the 
presidents of the companies, we feel that figure of 118 million tons is 
approximately correct. 

Now, you ask me to go further and say what the tonnage would be 
sometime in 1953. I cannot tell you, and the reason I cannot tell 
you is I don’t know how much of the proposed expansion will not be 
started, so that I am unable to tell you that. 

Mr. Burton. Would you mind going back, say, another year, to 
January 1950? 

Mr. Creepon. January 1950, the ingot production? 

Mr. Burton. Yes. Does the 105 million tons in January 1951 
represent a fair starting point? 

Mr. Creepon. 104.2 million was January 1, 1951, and January 1, 
1950, it was 99.6 million ingot tons. 

Mr. Burton. So there already has been some expansion. 

Mr. Creepon. Yes. We have charts showing the ingot capacity 
going back 20 years, which we could give to the committee if it would 
be helpful. 

Mr. Datmas. We have that, Mr. Creedon, thank you. I have 
just two more questions: One on ore and one on coke ovens. I 
suppose we have an ore program. 

Mr. Creepon. An ore program? 

Mr. Daumas. At least, you have an ore boat program, I know that 
much, 

Mr. Creepon. Well, I keep saying that certain things are the 
responsibility of other agencies, and ore and eoke are the responsibili- 
ties of the Interior. 

Mr. Damas. Yes. 

Mr. Creepon. And ore boats are the responsibilities of others. 

Mr. Damas, Yes. 

Mr. Creepon. But we did many, many months ago appreciate it 
is not always well to stick your nose in the sand and say it is the 
responsibility of somebody else. So if DPA and myself participated, 
as a matter of fact, I instituted it, that each of the responsible agencies, 
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insofar as raw materials are concerned, is sent a communication 
saying, ‘“‘ Based on so many ingot tons of capacity per 6-month incre- 
ments through the middle of 1953’’—and the figure we used for the 
year of 1952 was 118 million tons—‘‘what shape are you going to be 
in insofar as ore boats, insofar as coke facilities and insofar as ore is 
concerned?” 

In turn we receive back communications from the responsib): 
agencies which would seem to indicate that, generally speaking, thos: 
three items will pretty well mesh in, insofar as the requirements of 
ingots are concerned as to time. 

Mr. Daumas. Thank you, Mr. Creedon. 

That is all I have, Mr. Chairman. 

Mr. Burton. May I inject a rather practical question there. | 
am to be at a meeting at 3:30, at which there will be present the head 
of highway construction for one of our States. He is concerned about 
his faiture to get steel for highway construction. Have you an) 
practical information that could be given to this highway engineer 
or any encouragement that might be offered him? 

Mr. Creepvon. The Bureau of Public Roads is the claimant agenc 
and they issue the tickets that permit him to get his steel for the 
fourth quarter, and if they give him the ticket he will get the steel, 
and if they do not, he will not. 

Mr. Burron. The tickets have been issued within the past day o1 
two, I take it. 

Mr. Creepon. | think probably it would be earlier than that 
Within the past week. They had a not complicated problem of 
determining requirements and apportioning out their tickets, and 
it is my belief that tickets were issued about a week ago. 

Mr. Burron. It would seem then that he probably has his tickets 
and is not too happy. 

Mr. Daumas. Mr. Creedon, I note that the Bureau of Public 
Roads was allotted 52,000 tons of steel for the fourth quarter. Does 
that mean that that is the entire program of the United States, 
including the State and county programs, or is this just the Federal- 
aid highways? 

Mr. Creepon. That is all. 

Mr. Daumas. The Federal-aid highways? 

Mr. Creepon. That is for all, the State and others. 

Mr. Daumas. That is for all? 

Mr. Cregpon. Yes. 

Mr. Damas. In other words, they hand out the tickets for count, 
roads and State roads. 

Mr. Creepon. Yes. 

Mr. Daumas. How about municipalities? 

Mr. Creepon. Yes. 

Mr. Daumas. The whole business? 

Mr. Creepon. Everything, yes, sir. That takes in the roads, the 
bridges, all in that field. It is the Bureau of Public Roads. 

Mr. McKinnon. It is one of the things that we can dispense with 
easier than a lot of other things, isn’t it? 

Mr. Cresepon. The DPA Program Bureau makes those judgments. 
I could not say, but I could, off the record, say that the first quarter 
next year it will be winter weather surely and there might be some 
relief. You can’t build as many roads in the winter as you can in the 
other parts of the year. 
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Mr. Burton. Do you happen to know what percentage of their 
requests that is? 

Mr. Creepon. You are speaking of the Bureau of Public Roads? 

Mr. Burton. Yes. 

Mr. Creepvon. No, sir, I do not see their tickets at all. They com- 
pletely operate their own show. , 

Mr. Burton. And you have no knowledge of what that figure 
would be? 

Mr. Creepon. I| don’t know their 4 (c) total requirements. 

Mr. Burton. Is there anyone present who has that information? 

Mr. Creepon. | don’t believe so. 

Mr. Burton. Do you have any questions? 

Mr. McKinnon. No. 

Mr. Burton. Mr. Seely-Brown? 

Mr. Seery-Brown. No. 

Mr. Burton. Thank you very much, Mr. Creedon. Have you 
anv further comments that you would like to make before leaving 
the stand? Or, Mr. Kenyon, would you like to contribute something? 

Mr. Kenyon. No, sir. 

Mr. Burton. Then we wish to thank you very much. 

Mr. Creepon. Somebody asked me the question if the Hazelton 
Co. certificate was canceled, and I said ‘‘No.’”’ I have looked it up 
since. It was never canceled; it expired April 8. In other words, 
they would have to start construction between the next day and before 
120 days expired. 

Mr. Burton. Mr. Riehlman asked that question. 

Mr. Creepon. Yes. 

Mr. Burton. We will see that Mr. Riehlman gets that information. 

Mr. CreEepon. Yes, sir. 

Mr. Burton. Thank you very much. 

We have Mr. Peckham listed, I believe, as the next witness. Mr. 
Peckham is out of town, and we have Mr. Calhoun in his stead. 


STATEMENT OF EDWARD J. CALHOUN, DEPUTY DIRECTOR, 
COMPLIANCE DIVISION, NATIONAL PRODUCTION AUTHOR- 
ITY, DEPARTMENT OF COMMERCE 


Mr. Burton. Mr. Calhoun, you might give us not only vour name 
and position but, briefly, your background, so we may know your 
approach. 

Mr. Datmas. Mr. Winn will also testify, Mr. Chairman. 

Mr. Burton. Mr. Calhoun, you might give us your background for 
the benefit of the members of the committee. 

Mr. Catuoun. Mr. Chairman and members of the committee, my 
name is Edward J. Calhoun. I am Deputy Director of the Compli- 
ance Division, NPA. I am here because our Director, John Peck- 
ham, is absent from the city. He had been advised that his appear- 
ance was for next Monday. I talked with him on the phone, and he 
asked me to express his regrets for not being able to attend. 

Mr. Datmas. That is correct, Mr. Chairman. These gentlemen 
were scheduled for Monday. 

Mr. Burton. We appreciate very much your coming in advance. 
We are doing this to rush along the proceedings as rapidly as possible, 
because there is a probability of a recess of the House. 
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Mr. Catuoun. I am here then as a pinch hitter. I have been wit), 
the War Production Board through the course of the war. I had gone 
there in the early days of 1941 to help establish and set up the Com- 
pliance Division of WPB. I think it was for that reason that Joh» 
Peckham called me, after he came to Washington to take over the jo!) 
as Director of the Compliance Division, and asked me if I would return 
as his Deputy, which I was very glad to do. I have been on the jo} 
since January. 

Mr. Burton. I take it you are a lawyer. 

Mr. Catuoun. I am, sir, although that is not a requirement of the 
position, I might add. We are broken down between Compliance and 
Enforcement, although both offices are in the Office of the General 
Counsel, but we will get into that in more detail later on. 

Would you care for me to read this statement? 

Mr. Burton. We would be very glad to have you do so. 

Mr. Catuoun. I am reading this statement for Mr. John Peckham, 
the Director of the Compliance Division, NPA: 


STATEMENT oF JoHN PeckHaM, Drrectror, Compimiance Division, Nationa! 
PropuctTion AuTHORITY, DEPARTMENT OF COMMERCE 


My name is John Peckham, I am Director of the Compliance Division of th: 
National Production Authority, and I want to thank you for inviting me to 
testify regarding actions taken by this Division in connection with black market: 
in steel, copper, and aluminum. 

At the outset, I would like to say that a black or gray market exists in a par- 
ticular material because of the price advantage the operator is able to obtain 
So far as the price which can be exacted is concerned, the matter is not on 
within our purview. The interest of the Compliance Division extends to tlh: 
diversion of critical materials from the defense effort. A case in point is wher 
steel] was obtained on a representation that it was to be used in connection with 
a defense contract but was diverted for sale in the black market. While pric: 
violations are not primarily our concern, any facts which are gathered in the 
course of our investigations which would be of interest to the Office of Pric: 
Stabilization are made available to that agency. We have no doubt that th: 
black-market operators are aware of the fact that the Government will make 
every effort to stamp out their activities, but we know, at the same time, that 
the unscrupulous are often willing to risk prosecution when huge profits are 
involved. 

To date, the Compliance Division has investigated many cases where alleged 
black-market operations were involved. In only a few instances were materials 
being diverted after having been obtained with priority assistance. One case is 
now being prosecuted and others which are being studied may result in criminal! 
action being taken. In order to deal effectively with complaints of black-market 
operations, not only with regard to the scarce metals but any of the critica! 
materials, a group of qualified investigators has been set up in the national 
office, specifically for this purpose. 

The investigation of black-market activities constitutes only a part of the 
responsibility of the Compliance Division. In general, the Compliance Division 
is responsible for obtaining compliance with all orders and regulations issued by 
the National Production Authority. Primary emphasis has been placed on 
voluntary compliance in the belief that most of our manufacturers are willing to 
comply, as they did in World War II. 

To date, the violations of orders and regulations of the National Production 
Authority which have been brought to the attention of the Compliance Divisior 
were, for the most part, nonwillful, and voluntary compliance was obtained as 
soon as the discrepancies were pointed out. To a large extent, then, our educa- 
tional program has been successful. Notwithstanding, it is realized that w 
shall have to deal, from time to time, with flagrant and significant violations 
To protect the defense effort, and in fairness to those who voluntarily comp!) 
we must prosecute or otherwise deal harshly with this small group. 

In the interest of efficient operations, compliance activities have been decen- 
tralized to the greatest extent possible, and only general policy direction has bee! 
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retained by the national office. In each field office of the Department of Com- 
meree under which the National Production Authority conducts its operations, 
provision has been made for the hardling of compliance cases. In addition to 
this field organization, the services of attorney-examiners of the Federal Trade 
Commission are utilized in conducting surveys of various segments of industry 
to determine the degree of compliance accorded various orders and regulations 
of the National Production Authority. 

There are about 1,000 manufacturers in the United States which consume 
approximately 90 percent of the controlled materials, and an audit is under way 
at the present time to determine the degree of compliance being accorded CMP 
regulations by these firms. It is believed that if action is promptiv taken to cause 
these firms to cancel or adjust outstanding orders that exceed the limitations of 
material set by authorized production schedules; to prevent the placement of 
duplicate orders with different suppliers; and to keep these concerns from 
placing orders for more material than allowed in any single month, compliance 
will have made a major contribution toward an orderly transition to full CMP 
control during this critical and difficult period. This should result in a more 
equitable distribution of critical materials which will, in turn, be beneficial in its 
effect on small business. 

Mr. Burton. Thank you very much, Mr. Calhoun. We will have 
questions for you, but it will probably be in the interest of time if 
Mr. Winn will read his statement and then we will address questions 
to either of you. 


STATEMENT OF ROBERT H. WINN, ASSISTANT GENERAL COUNSEL 
OF NATIONAL PRODUCTION AUTHORITY 


Mr. Winn. Thank you, Mr. Chairman. My name is Robert H. 
Winn. I am assistant general counsel of the National Production 
Authority in charge of its compliance and enforcement activities. 

If you want some background information, Mr. Chairman, im- 
mediately prior to becoming associated with the National Production 
Authority I was Special Assistant to the Attorney General in the 
Antitrust Division here in Washington. Prior to that time I was in 
the Navy during the war. Prior to that time I was with the Securities 
and Exchange Commission, first in enforcement work in the general 
counsel’s office, and later as the Commission’s representative in 
reorganization cases under chapter 10 of the Bankruptcy Act. I have 
been a member of the bar since 1927. 

Mr. Burton. I thank you. That is very interesting to us. 

Mr. Winn. Since January, when I became connected with the 
National Production Authority, we have been very conscious of the 
problems presented by the movements of scarce materials through 
abnormal channels during this period of a national emergency- 
induced shortage. 

It may be well to point out at this time that so long as our economy 
functioned under a single-band priority system with a large proportion 
of the searce materials moving in a free area without restrictions other 
than a percentage limitation on use and inventory limitations, the 
gray- or black-market activities presented a most difficult problem. 
This is true, of course, Mr. Chairman, because it was impossible to 
tell whether this was free material or whether it was something that 
had been diverted without a great deal of difficulty, and I was trying 
lo investigate that work. 

Nevertheless, a campaign intended to inhibit gray- and black- 
market activities was initiated last winter. This campaign had two 
approaches. 
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Its first approach was through the beneficiaries of the priority, or 
so-called DO, rating. Our investigators were deployed throughout 
the country in the plants of organizations which were receiving 
priority assistance on account of defense or defense-supporting con- 
tracts. Information as to which manufacturers to investigate was 
received from various sources. In many instances the supplier to 
whom the DO rating was sent would be suspicious of the purchase 
I may say here that the steel mills have been particularly helpful in 
that they have advised us in numerous instances where purchases 
were made under a DO rating when the circumstances looked question- 
able. We have also received information from competitors, from 
employees, and from other persons who were in a position to have 
some knowledge of the circumstances. We have conducted many 
investigations as a result of such information. 

I am happy to be able to advise you that most of the investigations 
have disclosed either no violation or an unwitting violation resulting 
from confusion or a lack of understanding, which is understandable in 
view of the pressure exerted in connection with the expansion occa- 
sioned by our industrial defense effort. We have found that som: 
inventories have been allowed to become excessive. Where that is 
true, the manufacturers, when the matter was brought to their 
attention, canceled future orders in order that inventories of ray 
material would be brought into line. There have been instances 
however, where the DO ratings have been willfully and purposeful!) 
abused. Manufacturers have used DO ratings to obtain materials to 
which they were not entitled and then have sold those materials in 
the gray markets. We believe that we are cognizant of most of thes: 
activities. There is presently pending in the southern district of New 
York a criminal prosecution against the Ender Manufacturing Corp 
and Jules Levenstein, its president. These defendants are charged 
with having obtained steel under a DO rating in excess of that needed 
to fill a defense contract, and with having sold the excess in the gray 
market. I may say that there are an appreciable number of cases 
under active investigation at the moment involving other manufac- 
turers ip various sections of the country who have done the same thing 
We expect to refer these cases to the Attorney General for crimin: 
prosecution whenever it is warranted as fast as the evidence is 
obtained. 

The other approach to this problem has involved investigations of 
persons engaged im the distribution of these products. Leads for such 
investigations have been obtained from advertisements of scare 
materials for sale in such publications as the New York Times, th 
Chicago Tribune, and the American Metal Market. The latter is a 
daily trade paper published in New York. In addition, we hav 
received from users of materials throughout the country, both direct! 
and through Members of Congress, numerous offerings on postcards 
fliers, and in letters. Altogether, we have investigated several 
hundred of these offerings of scarce materials. You appreciate, | am 
sure, that under our single-band priority system materials have move 
in the free area which, if they were not obtained originally unde 
priority rating or if they were not a part of an excessive inyentory !0 
the hands of the distributor, would violate no order or regulation o! 
the National Production Authority. We investigated to determi 
whether this material had been diverted from a defense-order purchas' 
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or was part of an excessive inventory. Investigations of these dis- 
tributors have disclosed no such diversion. These investigations 
have not only failed to disclose excessive inventories but have indi- 
cated that the inventories in the distribution channels are low, much 
lower than normal. 

The persons offering the materials advertised for sale in the news- 
papers and offered for sale in the flyers and other similar communica- 
tions fall generally into three categories. First, are junk or surplus 
dealers. We found that these people usually had circles, ends or 
shearings which had been obtained in the form of scrap and which 
were usable by manufacturers of various small items. In addition, 
they had quantities of surplus materials, usually in bad condition, 
largely World War II material. For instance, one such offering was of 
a large quantity of nails. These were in a warehouse in California. 
Examination disclosed that they had been on Okinawa for some 5 years. 
Not only were all of them in bad condition, but quantities of the kegs 
had broken open and the contents become mixed. 

In the second category were manufacturers, usually very small 
organizations, which for some reason had decided to change their 
operations or go out of business and offered their inventories of raw 
material for sale. Many of these were manufacturers of tubular 
aluminum chairs. I don’t know why so many of them were in that 
business, Mr. Chairman, but there were a great number of aluminum- 
chair manufacturers. Their offering would consist of 700 or 800 
pounds of aluminum tubing representing their inventory of raw 
material. 

In the third category were some warehousemen and_ brokers. 
These advertisements offered the most complete stocks of material. 
Some few of them had yards or warehouses, but we found in those 
yards and warehouses no such quantity or variety as they offered to 
sell. Some of them had connections in Europe and claimed to be 
offering foreign-made materials located overseas. Some of them had 
stocks of foreign-made steel and aluminum which comprised their 
offering. 

I may. say that we understand from purchasers that a large quantity 
of the foreign material does not meet specifications and that few 
experienced purchasers will buy foreign products without an oppor- 
tunity to first see and test that which they buy. A large part of 
these offerings, however, were backed up by no tangible material at 
all. The offerings were made by brokers who, in many instances, 
maintained no office outside of their homes. These individuals in 
some instances have contacts with other brokers which lead us on 
what we refer to as a “daisy chain search.”” We have found the same 
material being offered for sale at the same time by six or seven brokers, 
and when it is traced back to its source we find that the original 
broker has nothing but an option on some foreign-made material 
located overseas. For instance, I was advised some months ago of 
an offering of 150,000 tons of aluminum. When we traced that back 
to its source we found that it was in Copenhagen and that the option 
of the originating broker had been allowed to expire. Most of these 
brokers are anxious to obtain an order accompanied by a certified 
check. The order is then used by the broker in an effort to obtain 
some of this scarce material. Where the price is right they are able 
to at least partially fill the order which they receive. Our investiga- 
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tors have obtained numerous letters from these advertisers in whicii 
the advertisers state that they often advertise material which the, 
do not have in order to stimulate business. . 

The questionable character of these advertisements is immediately 
apparent when we recognize that legitimate operators who have this 
scarce material for sale do not need to advertise. 

We have followed up these advertisements and have spent man, 
man-hours checking inventories and sources of supply because we do 
not want abnormal channels of distribution during this transition 
period to crystallize into black markets when these materials come 
under full allocation as they will under the controlled materials plan 
during the fourth quarter. 

We have been particularly disturbed over the advertisements and 
other offerings which we have received because a general belief tha‘ 
a black market exists has nearly the same effect on the American 
people as the actual existence of a black market. We have endeavorei 
in all cases where complaints of a black market are received to pin 
point the persons complained against. Many of the complaints whic), 
we have received have been general. Our experience leads us to 
believe that, while there has been some gray market activity, its 
extent is far less than many people believe. We have found that in 
addition to offerings of large quantities of material which the offerer 
could not deliver, a large part of the so-called black market sales 
have involved conversion steel. This is steel which is originally pro- 
duced by the mill in one form and changed to another form for use, 
with a consequent increase in cost. We have also found that certain 
high-cost producers have made offerings with a price which indicated 
a black market operation to the purchaser but which price was occa- 
sioned by the producer’s high costs. Foreign merchandise, which is 
laid down here at a high price, is another cause for belief that an 
extensive black market exists. 

It is our intention to continue to track down diversions of materia] 
from allotments which are made under CMP. We will also continue 
to examine offerings of scarce materials. As these materials move 
under complete allocation and as the so-called free market disappears, 
our job will be easier in that all offerings other than through normal 
channels of distribution will be suspect. 

We have decentralized our operations and have established in- 
vestigators in 13 regional offices and some 90 district offices, a large 
part of whose time will be spent in tracking down the sources of those 
diversions and offerings. In each regional office we have an attorney 
who is skilled in the development of investigations to the end that the 
evidence which is needed to take legal action against violators is 
obtained. These attorneys have direct supervision in the field of the 
investigations which result in litigation. 

Because we realize that black-market operations may well extend 
beyond regional geographic lines, we have created in Washington « 
staff of investigators who will be charged with aiding our field office 
investigators in those cases where black-market operations appear to 
have widespread ramifications. 

We are conscious that black-market operations must be detected 
and stopped in their inception. We aa that under CMP our 
investigators will be able to determine the manufacturers who are 
obtaining mpre material than they are entitled to and who are diverting 











SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 193 


it into illegal channels. We are now engaged in an intensive check 
into the users of these materials to deterenine | just this type of situation. 
We intend to continue to check into the distribution channels to the 
end that offerings of illegal material will be detected and prosecuted. 

We agree with this committee that black-market operations seri- 
ously affect small business because the material which moves in black 
markets is normally the material which should go to our small manu- 
facturers. If they are forced into the black market to obtain this 
material we of the NPA will have fallen down on our jobs. 

We have maintained a liaison with the OPS and have referred to 
them cases which appeared to be under their jurisdiction. This we 
will continue todo. We know that diversion of materials has occurred 
and that it will continue to occur. Iron, steel, and copper under 
CMP will move into the black market. We intend to prosecute as 
vigorously as we know how all cases which come to our attention or 
which we can uncover in the hope that such prosecutions will not only 
adequately punish the black-market operator, but also act as a 
deterrent to other potential violators. 

We will welcome from this committee any suggestions which it 
may have and, particularly, will we welcome any indication of a 
specific violation of the regulations or orders of the National Produc- 
tion Authority. 

Thank you, sir. 

Mr. Burton. Thank you very much, Mr. Winn. Now we will 
proceed with the questions. Has Mr. McKinnon any questions? 

Mr. McKinnon. I was very much interested in your statement, or 
in the statements of both of you, to the effect that this black market 
operation is a sort of two- fisted proposition, one on the matter of 
price control and the other on. the matter of allocation of materials. 
In your statement, Mr. Calhoun, you said you made available infor- 
mation on price violations to the OPS. I wonder if you just make that 
available or if you leave that directly to them? I wonder if there is 
close liaison, close working relationship, or if you just leave your files 
open and let them look at them. 

Mr. Catnoun. No, actually what I have done, I talked originally 
with Ed Morgan over in OPS. They have several sections in his 
office which control the commodities, and I made arrangements 
whereby if I had information that was not within the scope of our 
organization that it would be sent directly to them. In other words, 
we just do not say, “Come over and see us sometimes.”’” If we have 
something that appears to have a possible interest to them, it is my 
feeling that it should go right to them. 

Mr. McKrnnon. And that courtsey is reciprocated by them, I 
presume. 

Mr. Catuoun. As a matter of fact, it is. I know of several occa- 
sions where it ‘ae been. 

Mr. McKinnon. I notice your statement is a little bit stronger in 
that regard, Mr. Winn. 

Mr. Wixn. We send it over to them. 

Mr. McKinnon. Would the economy of the Bureau operations be 
affected at all if there were a combination, more or less, in the pre- 
liminary investigation of both NPA and OPS? 

Mr. Catuoun. Is that question addressed to me? 

Mr. McKinnon. Yes. 
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Mr. Ca.tnoun. I don’t think so. It seems to me it might become a 
little involved. When we go out on a complaint that involves a black 
market, let us say, I don’t know how you would know in advance 
whether or not you are getting into something that involves diversion 
of materials in violation of our orders, or whether it is purely a price 
question. 

Mr. McKinnon. That is my point, because when you go out on a 
complaint you don’t know whether it is going to apply to OPS or 
NPA. When a man goes out on a preliminary investigation, it would 
save the Government the cost of duplication. 

Mr. Catuoun. So much time that has to be covered has been 
covered. Say I had information which we developed that I felt was 
not pertinent to us, if that goes over to OPS, I presume they pick it 
up at that point. 

Mr. Mckrnnon. Do they have a man to pick it up at NPA, too? 

Mr. Catuyoun. I don’t think so. 

Mr. McKinnon. Have you had any experience with that, Mr. 
Winn? 

Mr. Winn. No; we have run across no such cases, Mr. McKinnon 
I am inclined to think although there may well be some efficiencies 
which would result from such a combination of the investigative 
function that the members of industry which are of interest to the 
National Production Authority are relatively few and they are pri- 
marily in the manufacturing field. The accounting investigation 
which is necessary insofar as their records are concerned, through the 
inventory and goods in process, and checking back to the source of 
raw material, will be such a change from the usual price investigation 
that we may well run into a situation where the tail would wag the 
dog. The small retail store, of which there are so many, occupying 
so much of the attention of the Office of Price Administration might 
well carry the bulk of the load in the situation, which would prevent 
the checking into this rather involved aspect which the use of material 
involves for our investigators. 

We have a very small staff. We have at the present time only 200 
investigators throughout the country. 

Mr. McKinnon. And there are about a thousand manufacturing 
concerns that you are working on? 

Mr. Winn. There are a thousand who represent approximately 
80 to 90 percent of the use of copper, steel, and aluminum, but that 
does not say anything about those who are using plastics, who are 
using chemicals and the other materials which are under regulation 
by the National Production Authority. 

Mr. Burton. Not under CMP? 

Mr. Winn. CMP has a thousand, Mr. Chairman, yes. There are 
other manufacturers and users of other products which are not under 
CMP. However, our field investigation is much more narrow and 
our type of investigation is much more specialized than we find, | 
think, under the Office of Price Stabilization. 

Mr. McKinnon. Is the Ender case the only case pending in the 
courts? . 

Mr. Winn. The Ender case is the only case pending in the courts, 
yes, sir. 

Mr. McKinnon. That is the only willful violation you have 
uncovered? 
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Mr. Winn. That is the only willful violation we have uncovered 
on which we have also developed all the evidence which is necessary 
in order to prove willful violation. 

Mr. McKinnon. How many cases are you working on in which 
you are pre pare d to prosecute on your ev idence? 

Mr. Winn. There are 10 to 12 cases that appear to be cases which 
will be in the Department of Justice for prosecution. These cases 
move through the pipeline, Mr. McKinnon. The work that has to 
be done, the perspiration which has to be spent, the doorbells that 
have to be rung, and the time that has to be taken in the development 
of one of these cases for litigation is very, very extensive, and very 
difficult to do. 

Mr. McKinnon. In these cases that are not exactly willful viola- 
tions, What are they caused by? Are they mostly just a lack of 
understanding of what the order says? 

Mr. Winn. Sometimes it is a lack of understanding of what the 
order says, sometimes it is failure to interpret the order properly. 
Sometimes it comes about, as I indicated in my statement, by the 
fact that the businessman is so busy doing his job that he does not 
have time to keep a check on his inventory, he has not set up ade- 
quate control to limit its use. Under those circumstances our investi- 
gators are primarily educators; they are primarily explainers. We 
proceed on the assumption that everybody wants to do the right 
thing, and we have to be shown that he does not want to do the right 
thing; when we are shown that then we start on this other aspect of 
the case. 

Mr. McKinnon. Do many of these gentlemen who violate the order 
unknowingly and not willfully com ele about the fact that they 
have a hard time to become re ron to the order that is sent out to 
them? 

Mr. Winn. Oh, yes; we have that complaint. 

Mr. McKinnon. Don’t you think, in addition to the legal termi- 
nology in the order, a sort of general synopsis of the order ‘should be 
given them, a synopsis which sets forth what the order is, a synopsis 
of the order of from 150 to 200 words, followed by your legal language, 
the enforcible language? Don’t you think that would help to get 
more cooperative compliance? 

Mr. Winn. Let me explain, Congressman. If you will pardon, I 
think you are wrong. 

Mr. McKinnon. That is not done in the CMP orders, is it? 

Mr. Winn. I think you are wrong. I will tell you why. These 
orders are legislation, in that when we proceed in the courts, what is 
in the order determines whether or not the order has been Violated. 
_Mr. McKinnon. You misunderstand me, because I said “‘in addi- 
tion to.”’ 

Mr. Winn. Yes, but let me finish, if [may. Anything which comes 
out of NPA, be it a press release, be it a speech, is used against the 
NPA in the courts. We cannot expand our orders by interpretation, 
by explanation, or by press release. Every time something comes 
out in the form of explanation, a press release or a speech, it tends 
to fuzz up the provision in the order. And then the businessman 
proceeds, if he wants to be a little sharp, in accordance with his 
interpretation of the explanation or the speech, and when it comes to 
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the enforcement problem he says, ‘‘I only did what you said to d 
I only went by what you said the meaning was in your speech.”’ 

Mr. McKinnon. You said a few minutes ago that you had one case 
in court out of all the violations that you had leads on, and that yi 
could name 10 or 12 that were ready to be turned over to the Depa: 
ment of Justice. In other words, you only have 10 or 12 out 
investigations that must run into the thousands. 

Mr. Winn. We investigated over 3,000. 

Mr. McKinnon. That would indicate that they are not will! 
violations, that they are willing to go out and abide by the ord 
The inference is that the other 2,987 are people who have violat 
the order because they do not understand it, or they were busy « 
other things, or one thing and another. It means they wanted 
cooperate but they did not quite savvy how to do it. If you h 
those people out, a great bulk of the people, by an English interp: 
tation instead of a legal setting forth of the order, you are going 
help a great bulk of the people live up to these things and comp) 
with the order. Most of these fellows, most of the small-business 
men, are not lawyers. They have very little or no training at all 
law, and when they get one of the CMP orders they have to read it 
five or six times to figure out what the thing says. 

Then you have a man that is bewildered, frustrated, and rather 
hostile to Government regulation. By putting out a summary of 
what that order intends to prescribe, it would help that little business- 
man; you would give him a better chance to comply. By clearing 
the legal terminology of the order you haven’t given the man, in m\ 
opinion, a real defense in a court of law, because the synopsis is no! 
in legal language. The synopsis will not be contrary to what you 
said in the law, it merely is a digest of what the law provides. 

Mr. Winn. We are beginning to put, as a preamble to each order, 
a statement which states what the order is intended to accomplis! 
We have no objection to that at all. 

Mr. McKinnon. That is what we have been really withholding 
from them for quite a while. 

Mr. Winn. There again, sir; these things take a little time to move 
through the pipeline. 

Mr. McKinnon. It looked so elementary to me, that anybod\ 
writing the order ought to know that the small-business man is not 
a lawyer, nor does he have recourse to a lawyer’s explanation, unless 
he wants to pay a bill for it. 

Mr. Wrxn. They can all come to our office. 

Mr. McKinnon. They can come to your office, yes, but your 
office is miles and miles away. 

Mr. Winn. We have 125 throughout the country. 

Mr. McKrwnnon. In California you have one in San Diego and one 
in Los Angeles. You have manufacturers as far as 300 miles awa) 
from Los Angeles who would have to come up to the Los Angeles 
office, and you cannot say when he gets an order that he should con. 
to the Los Angeles office to get the order interpreted. 

Mr. Winn. He could write a letter to us. 

Mr. McKinnon. You don’t understand the small-business man. If 
he takes time to write a letter, he is taking time away from dressing 
a window or tooling up a machine, or something else. If you have : 
synopsis of the order in the English language, the case is taken care of. 
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Mr. Winn. There is a statement which is now being prepared for 
the orders that come out. It will be a preamble and it will state what 
is the purpose of the order. We do not attempt to make a synopsis 
of it, Mr. Congressman, just a statement of the purpose of the order 
and what it is to accomplish. 

Mr. McKinnon. I would be glad to see it come out in the form of 
a synopsis, or an explanation, what the small-business man needs in 
order to know what is in the legal language. I imagine wher you get 
into the operation of the CMP complaints, that about 90 percent of 
the complaints will arise because of the misinterpretation of the orders. 

Mr. Winn. This program can either run or break down, depending 
entirely on the extent of the black-market activities. Certainly, after 
we get into CMP, people who are advertising these materials for sale 
become suspect to a greater extent than they are today, and we will 
be able to move in and check back to where it came from and, I hope, 
prevent the black market from becoming as active as they have been 
on occasion in the past. If the businessman proceeds under CMP it 
is particularly important, because if the businessman buys more mate- 
rial under CMP than he is entitled to, if he uses his tickets twice or 
three times or four times he deprives another user of this material. 

Mr. Srety-Brown. Could he not have duplicate tickets? 

Mr. Winn. I don’t think so. 

Mr. McKinnon. Suppose the tickets are made in duplicate so he 
could send one with his order and keep one for his file, would not that 
relieve the compliance? 

Mr. Winn. No; because he could then cancel part of it and peddle 
it in the gray market, deciding where he can make the greater profit 
by selling the raw material. 

Mr. McKinnon. Could not a man duplicate or triplicate his tickets 
and send one in through the mails with his order? 

Mr. Wrynn. You are creating another bookkeeping problem when 
you do that, Mr. Congressman. It involves more paper handling, 
insofar as the mail is concerned. 

Mr. McKinnon. I fail to see why that is true. If the Govern- 
ment issues the order in duplicate it is not going to make much more 
paper work. 

Mr. Winn. That is not true when it has to be sent in the mail. 

Mr. McKinnon. If the manufacturer puts his order in he has to 
place his order in writing? 

Mr. Winn. That is right. 

Mr. McKinnon. He sends his order in in writing, and at the 
time he sends his order in, he attaches the duplicate ticket to his 
order. That does not make any additional book work for the manu- 
facturer, does it? 

Mr. Winn. I understand at the present time he merely certifies 
under whatever his CMP certification number is. 

Mr. McKinnon. He has got to make that certification out. If 
he just attaches the ticket to it, that would relieve him of a little 
extra work at the time of placing the order. When the order goes 
through the mail, it would be much easier for the mail to handle it, 
or for the man to handle it through the mail, by just attaching the 
duplicate ticket. 

Mr. Winn. Sometimes he has orders with more than one supplier. 
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Mr. McKinnon. That is right. Of course, as his orders are ful- 
filled there is a certain subtraction placed on the ticket. 

Mr. Winn. It is a sort of letter of credit idea. I will discuss this 
with the CMP people. 

Mr. McKinnon. It is a little extra paper work, but when you 
stop to think of the amount that you send out, it seems to me that 
would be the lesser of two evils. 

Mr. Winn. The great majority of the people are not buying mor 
than they need. 

Mr. McKinnon. We had a witness here just the other day who 
told us that if the CMP might give that attention, that would relieve 
the compliance problems tremendously. 

Mr. Winn. I would be tickled to death to turn my job over to 
him, if you find out who he was, sir. 

Mr. McKinnon. Do you think under the present Defense Pro- 
duction Act we are giving you sufficient penalties to get that com- 
pliance? 

Mr. Winn. Yes. 

Mr. McKinnon. They are sufficient? 

Mr. Winn. The penalties are sufficient. 

Mr. McKinnon. Thank you, Mr. Chairman. 

Mr. Burton. Mr. Seely-Brown. 

Mr. See.ty-Brown. Yes, sir. 

Mr. Burton. Before you take over may I make my apologies, 
and may I turn my chair over to you, Mr. McKinnon? We meet at 
what time? 

Mr. Daumas. At 9 o’clock. 

Mr. See.y-Brown. I’m interested to hear that you are going to 
make every effort to simplify the orders, or write a synopsis of the 
orders so people can understand them, because I have been called 
frequently in the last weeks to interpret the orders for my con- 
stituents. Not being a lawyer myself, I suffer as they suffer in trying 
to understand exactly what they mean. 

1 want to ask, sir, have you made an investigation, or have you made 
any check into the possible black market in such things as titanium? 

Mr. Winn. Yes; we have made a check into that. Other than those 
things which are practically under complete allocation they have not 
given us much trouble so far. 

Mr. Seety-Brown. The reason I say that, if I remember correctly, 
in our hearings in Kentucky or Cincinnati, that question was brought 
up. 
Mr. Dautmas. We have gone into titanium oxide on several occa- 
sions. 

Mr. Seery-Brown. That question has always been brought up 
at our hearings, therefore I was interested in knowing if that infor- 
mation has been turned over to you. ‘Titanium oxide is used primarily 
for paint. 

Mr. Daumas. We have had the NPA representatives at every 
hearing we have held thus far in the field’ and they have had direct 
knowledge of every black-market operation, and there is a whole list 
of them. We also had hearings in Chicago in which the head of the 
Agricultural Machinery Division and two other NPA representatives 
were present, and in that hearing we had thousands of instances of 
what looked like black-market operations. Has that ever been called 
to your attention? 
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Mr. Wrxn. It has not, Mr. Dalmas. 

Mr. McKinnon. Have you had any referrals from the Chicago 
office to your office for investigation? 

Mr. Wrxn. Oh, yes, the Chicago office makes many investigations, 
and we are aware generally of the type of investigations which they 
make. 

Let me point this out to you, if I may, Mr. Chairman. In the 
decentralization process we have placed each regional office in charge 
of these investigations and a regional compliance director in each 
regional office has charge of the initiation of them and seeing that the 
compliance steps are taken. That, as I said, is an educational func- 
tion. The compliance investigator has three targets; he either recom- 
mends that the case be closed because there is no violation; he recom- 
mends that the case be closed because there was a violation but this 
is one case that has been adjusted when it has been explained, a case 
which arose as the result of failure to understand; the third situation 
is where the compliance investigator turns the case over to the regional 
attorney. The reason it is turned over to the regional attorney is 
because the compliance investigators in the main are not lawyers, 
they are primarily men with industrial background, and when the 
case is not adjusted then it is up to the regional attorney to deter- 
mine what future steps should be taken. He then prepares the case 
and sends a recommendation in to me in Washington for such liti- 

ation as he thinks should be had, and that case is then referred to the 
Jepartment of Justice and they proceed with the case as they deem 
proper. 

Mr. See.ty-Brown. Mr. Chairman, I would like to make a sug- 
gestion. In view of the statement just made by Mr. Dalmas I think 
we should have a record made of the cases which our committee has 
turned over to the NPA and we should have a report from the NPA 
as to the disposition of those cases. 

Mr. Winn. I would be glad to make that report. 

Mr. Sre.ty-Brown. As I understand it, these cases have been 
turned over to the NPA. 

Mr. Datmas. Not specifically to the NPA. The NPA has had 
representatives at these hearings and likewise the OPS has had repre- 
sentatives at each one of these hearings, and both of these gentlemen 
have been at these hearings and the attention of the representatives 
of these agencies has been directed at that time specifically to these 
questions, and in that sense we have turned them over. We have not 
turned them over on paper. 

Mr. Winn. Mr. Chairman, these are all in the record of the tran- 
script. I will take it upon myself to obtain a copy of the transcript 
and see that these cases are referred to the proper regional offices and 
determine whether or not they have already been investigated as the 
result of the presence of NPA people at the earlier hearings, and if 
they have been I will give you a report on them, and if they have not 
been Will see that they are investigated and I will see that a report is 
given to this committee. 

Mr. Daumas. Not only have the Washington representatives been 
present, but we had the local representatives, the regional and State 
representatives present also. 

Mr. McKinnon. I have the impression that those cases that were 
brought before the committee were taken down either by the regional 
NPA man or the representative in Washington. 
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Mr. Winn. I hope they were, Mr. Congressman. They should 
have been, but whether or not a particular case is in the investigatiy 
stage I don’t know. 

Mr. McKinnon. You might check on that. 

Mr. Winn. I would be glad to, and I will get a copy of the tran- 
script. 

Mr. Sexty-Brown. Mr. Dalmas, would it be possible to have a 
copy of the file available also of each case? 

Mr. Datmas. This file has been incorporated in the hearing before 
the Banking and Currency Committee, and I think if he will get 
volume 3 of the hearing on the Defense Production Act he will find 


that volume has all of this material in it. 
Mr. See.ty-Brown. In other words, I am trying to make your job 
as easy as I can, to get the information as quickly and as easily as 


I can. 
(Supplemental statement referred to is as follows:) 


DEPARTMENT OF COMMERCE, 
NATIONAL PrRopucTION AUTHORITY, 
OrricE OF THE GENERAL COUNSEL, 
Washington 25, September 28, 1951. 
Hon. Ciarence G. Burton, 
Chairman, Subcommittee No. 3, House Small Business Committee, 
United States Capitol, Washington, D. C. 

Dear Mr. Burton: You may recall that I testified before your committee on 
August 20. My testimony had primarily to do with the results of investigation: 
by employees of the National Production Authority into the sale of scarce and 
critical materials in gray or black markets. 

At the close of my testimony counsel for the committee brought to my attention 
certain testimony which had been received in Chicago indicating that black 
mark«ts might possibly be operating in the Midwest area. 

I have checked the testimony and the exhibits which were introduced before 
your committee in Chicago. The testimony has to do with offerings of scarc 
material in large quantities and primarily by the use of fliers or postcards by ware- 
housemen, brokers, and other similarly engaged in the distribution field. 

One of the larger offerings developed by your committee was that by Wester: 
Smelting & Refining Co., Seventh and Douglas Streets, Omaha, Nebr. This 
concern has been offering substantial quantities of steel and aluminum. Morto: 
Alpirin is the sole proprietor of this concern. Prior te 1933 it was a corporatior 
organized under the laws of the State of Nebraska, but our information indicates 
that in that year the corporation was dissolved for failure to pay occupational 
taxes. 

You will recall that I told the committee that our investigations disclosed that 
a large part of the offerings now being made had to do with items of World War I! 
surplus. This is the situation in the Western Smelting & Refining Co. case. The 
aluminum being offered for sale by this concern was purchased in 1946 through the 
Office of the Foreign Liquidation Commissioner poe it was theretofore physically 
held by the Fairchild Aircraft, Ltd., and the Canadian Car & Foundry Co., bot! 
in Canada. The steel being offered for sale was largely purchased in 1947 and 1948 
as surplus from the Martin bomber plant, Fort Crook, Nebr. 

Our investigation disclosed practically no purchases by this concern since that 
time. The inventories of this concern, when measured according to the rules laid 
down by the National Production Authority, were well within approved limits 
We found no basis for action involving this concern. 

Another concern which has flooded the country with offers to sell scarce materials 
and which was reported to your committee in this connection is Kalden Sheet Stee! 
Corp., 628 East Forest Avenue, Detroit, Mich. You may recall that I advised 
the committee that much of the material being offered was of a low grade. Our 
investigation in the Kalden case indicates that the Kalden company is offering 
material of this character. Our investigator report, with regard to this company, 
that ‘‘most of the steel on hand was distinctly of low grade and inferior quality, 
consisting principally of rejects, mill ends, fish tails, and wasters which this com- 
pany reprocesses through shearing and other straightening operations and sells 
as prime or secondary material.” 
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The investigator also reported that much of the steel being offered by this 
concern was conversion steel. The investigator referred to one specific item in an 
offering which had been rolled into sizes and shapes for the Kalden Sheet Steel 
Corp. by the Central Iron Co. from ingots purchasesd by Kalden from Phoenix- 
ville Iron Co. A considerable portion of the material offered by this concern is of 
foreign origin, some of which is not in the possession of the offeror at the time the 
offer is made, For instance, our investigator reported that Mr. Louis H. Golden, 
president of Kalden Sheet Steel Corp., ‘readily admitted that said lists are pre- 
pared and represent not only items for sale which are already located in the ware- 
house, but also include materials which they expect to receive from mills or other 
suppliers and from foreign shipments (most of which is purchased in France and 
Germany). It would appear from these lists that a possibility exists that this 
company is maintaining extremely large inventories of steel greatly in excess of 
the amounts required to maintain its delivery schedules. This investigation, 
however, revealed that such is not the facts.’”’ 

{nother company mentioned by your witnesses is Central National Steel Co., 
2903 North Wabash Avenue, Chicago, Ill. Central National Steel Co. is a cor- 
porate subsidiary of Charles R. Leaf Enterprises, Inc. Our investigation dis- 
closed approximately 500 tons of steel in the possession of this concern. The 
items in inventory were primarily rejects, distresses, wasters, and foreign steel. 
This concern has certain of its purchases straightened or pickled and, in some 
instances, trades portions of its inventory for more desirable sizes and gages. 

The offerings which were made by this concern were usually made by salesmen 
who operated on a commission basis. 

The other concerns mentioned in the testimony before your committee 
namely, Laube Steel Co., Chicago, Lil.; Oliver Steel Co., Chicago, IIl.; Mervis 
Steel Co., Cleveland, Ohio; Valley Steel Products Co., St. Louis, Mo.: Williams 
Steel & Supply Co., Milwaukee, Wis.; Wyckoff Steel Co., Chicago, IIl.; Great 
Central Stee! Co., Chicago, Ill.; Standard International Corp., New York, N. Y.: 
All State Sales Co., Detroit, Mich.; Central Steel & Wire Co., Bliss & Laughlin, 
Inc., and Joseph T. Ryerson & Sons, Inc., Chicago, Ill.—are being made the 
subjects of investigation by this Authority. 

With the advent of a closed controlled-materials plan as of next Monday the 
sources of supply of such offerers will be of particular interest to us in view of the 
prohibition against sales of controlled material by the allottees thereof, as con- 
tained in CMP Regulation No. 1. 

Beginning on the Ist of October, our investigators will make audits for the 
purpose of determining the compliance which is being accorded the rules and 
regulations of the controlled-materials plan. The activities of all the concerns 
mentioned in the testimony before your committee will be included as a part of 
these audits. It is my opinion that most of these offerings will disappear as 
their current inventories (which, as already indicated, are small) are used up. 

I propose to make a further report to your committee in view of these develop- 
ments as these investigations are made. 

Sincerely yours, 
Rorert H. Winn, 


Assistant General Counsel. 


Mr. McKinnon. Are there any questions? 

Mr. Dataas. I want to ask in connection with CMP and the en- 
forcement problem, you are going to have about 3,500,000 tons of 
material which goes through CMP, on self-certification. How do 
you intend preventing duplication in that field? 

Mr. Winn. Well, that is limited to a very small amount. 

Mr. Damas. It is 100 tons a quarter. 

Mr. Wiyn. That is true. That certification is made under the 
CMP regulations, and the CMP regulations as now maintained will 
prohibit a disposition of that material other than as intended in ac- 
cordance with the production as scheduled. 

Mr. Dautmas. Nevertheless, it is an enforcement problem. 

Mr. Winn. Yes; it is an enforcement problem. 

Mr. Daumas. And it is quite a hunk of steel? 

Mr. Winn. It is quite a hunk of steel. 

Mr. Damas. Per quarter? 
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Mr. Winn. Yes. 

Mr. Damas. I want to ask vou, the Office of Price Stabilization 
has been working for a considerable length of time trying to get up a 
wholesale steel price regulation. The committee, as the result of the 
field hearings, has been somewhat insistent that this sort of regula- 
tion be issued. If it were issued, would not that help the NPA en- 
forcement problem to a great extent? 

Mr. Winn. I think it would depend to a very large extent on the 
regulations, Mr. Dalmas. You get into these problems of conversion 
steel and brokerages, and imported steel. If the regulation were 
drafted in one way, and if they held the situation down then it would 
help very materially. 

Mr. Damas. Well, the point is that the black marketeer loses a 
lot of his incentive when he has to get down to what might be at the 
present time called a normal market price. 

Mr. Winn. You are absolutely right, Mr. Dalmas, and if the Office 
of Price Stabilization regulations could prohibit or prevent these 
people from operating in the black market, we would have no prob- 
lem with them at all. 

Mr. Daumas. By working closely together the Office of Price Stabi- 
lization and the National Production Authority, it seems to me, 
would add a lot of force behind your move to eliminate the black 
market, not only in steel, but in all materials as | understand they 
are going to have tailored commodity regulations right across the 
board, commodity by commodity. 

Mr. Winn. We have established a liaison, and we intend to main- 
tain that liaison with them. 

Mr. Daumas. Well, we have seen some of these liaison operations 
really develop into rivalry between the organizations. 

Mr. Winn. Well, I have no intention of starting a rivalry here, | 
can assure you of that. 

Mr. McKinnon. There will be enough business for all; is that 
right? 

Mr. Winn. I am afraid you are right. 

Mr. Daumas. I would like to know, for my own information at 
least, just how you are going to go about forcing cancellations of orders 
placed with mulls, already placed with mills, where the CMP allot- 
ment is less than the order which is now placed. Now, we do know, 
as a matter of fact, and we have been told by the Iron and Stee! 
Division, and others, that the mills are pretty well booked up with 
orders, and if one of these CMP allocations which have just been 
mailed out, goes to a manufacturer who expected to get 500 tons of 
steel, and he is cut down to 400 tons, or 250 tons, supposedly under 
CMP, he must cancel the balance of that order, or the mill must cancel 
it. However, under the self-certification plan, when he certifies to 
that mill that he has so much tonnage under CMP, it would be very 
easy for him to say that he had a ticket for 500 tons, when he actually 
had only 400 tons. 

Mr. Winn. Our primary purpose, so far as that man is concerned, 
assuming that it is an inventory, and that he is using it as distin- 
guished from obtaining a supply to sell in the black market, is to pro- 
ceed on the assumption that it was an unwitting violation. Where a 
voluntary cancellation occurs, we are satisfied with that, and we con- 
tinue to check the situation to see that the unwitting violation does 
not occur in a subsequent quarter. 
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If he refuses to cancel the order, then we are faced with a dilemma. 
We have three sanctions under the statute. We can ask for an in- 
junction; we can prepare the case for criminal prosecution; or we can 
institute an adversary administrative proceeding, which is an adjunct to 
the Administrator’s allocation power, and if the situaton is sufficiently 
acute that it is apparent, in the language of Mr. Justice Douglas in the 
Stewart case which came up during the last war, that this man appears 
to be an inefficient or a dishonest conduit, then he can be deprived of 
priority and allocation assistance in the future for a certain definite 
time, or indefinitely, depending entirely upon what the circumstances 
of the case may be. 

We have set up a procedure whereby that adminsitrative proceeding 
ean be had. 

Now, we have another power which is in the statute which has not 
as yet been exercised, and that is the power to requisition this material 
that is in the possession of this man. 

I may say, however, that from a practical standpoint, and based 
upon what we have seen so far, such cases, in the instances of a reputa- 
ble manufacturer, that is where he refuses to rectify the situation, 
are going to be very, very few. 

Mr. Daumas. Does the enforcement group have anything to do or 
have any responsibility to see that all of these DO orders are canceled 
out? Do you have any responsibility in that direction? 

Mr. Winn. You mean the DO orders placed for the third quarter, 
prior to the CMP allocation? 

Mr. Datmas. Yes. 

Mr. Winn. They are validated under the CMP. 

Mr. Damas. Yes; to a certain extent. 

Mr. Winn. To the extent that they are not validated, yes; that is 
the job of the enforcement division, to see that they are canceled out. 

Mr. Dautmas. We understand that you had made certain surveys, 
and some time ago it was indicated to the committee in Little Rock 
that the aircraft manufacturers were piling up excessive inventories 
of aluminum sheets, and soon after that we noticed that you per- 
sonally had conducted a survey to see to what extent the aircraft 
manufacturers were piling up inventories. 

What was the final outcome of that investigation? 

Mr. Winn. We found that there were excessive inventories in the 
aircraft industry, Mr. Dalmas. 

Mr. Datmas. How far ahead were they carrying them? 

Mr. Winn. Well, there I run up against the situation of unbalanced 
inventories. Some of the excessive inventories amounted to as much 
as 6 to 8 months, but that would be on a particular form. The 
inventory on other forms or items would be very low. But what had 
happened was this, it was not a piling up of inventory, but as the 
result of changes in specifications, as a result of a failure of a com- 
ponent manufacturer to supply components, or some such develop- 
ment as that, as the result of which the production schedule of the 
aircraft company was slowed down. 

Now, the aircraft company was busy making airplanes, and had 
apparently seen no reason in connection with a slow-down in its 
production rate, or a change in the specifications, to change the rate 
of delivery which had already been established from the mill. 

As a result, the material was coming in from the mill at the rate it 
would have come in had the production schedule been maintained as 
originally planned. 
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Consequently there were excessive inventories. As a result of ou: 
investigation, however, there were order cancellations which wer 
made. 

We have received representations from the aircraft industry to th: 
effect that the cancellations were made, and at the moment a secondary 
check is being made into these aircraft companies to determine the 
extent of the cancellations, and the present inventory, having in 
mind future delivery orders and future production schedules. 

Mr. Daumas. We were told there that all that material is moving 
on directives, so it was partly N PA’s responsibility ; was it not? 

Mr. Winn. A lot of it was moving on directives, so far as th: 
original mill order was concerned. ‘This was to be sure that aircraft 
companies got the material which they needed to build the planes 
When the production schedule was slowed down subsequently, the 
directive was not then corrected. As a matter of fact, I don’t think 
the NPA knew at that time that the production schedule had slowed 
down. It was an internal matter within the aircraft industry itself 

We have to watch that at all times, because the manufacturer did 
not normally and immediately relate shifts in his production schedule 
to his intake of raw material, unless his shift was upward, in which 
event he then very quickly related that shift to the intake of material 

Mr. Dautmas. Well, nobody in his right mind at this time would 
turn down a shipment of steel, aluminum, or copper if it was being 
shipped into his plant; would he? 

Mr. Winn. Well, that is stating in a very few words just what | 
was trying to say awhile ago. 

Mr. Dawumas. As to these chair manufacturers that you talked 
about, I want to comment on that in passing that they were selling 
out what little stuff they had because the death-sentence order, so- 
called, was in effect at that time, and they thought they were out of 
business? 

Mr. Winn. Well, a lot of this came about after the death sentence 
was recalled, sir. 

Mr. Datmas. Thank you; that is all I have, Mr. Chairman. 

Mr. McKinnon. I suppose you are checking up on the military 
agencies as well as the civilian agencies, too; are you not? 

Mr. Winn. When we check the aircraft companies we are in the 
military picture. 

Mr. McKinnon. You have not stopped with aircraft? 

Mr. Winn. We have gone into other branches, and will continue 
to do so. That is where we will find excessive inventory, because 
changes in production shedules do occur, and changes in mill deliveries 
are not related to that picture. 

Mr. McKinnon. But you are on top of it? 

Mr. Winn. We hope so, sir. 

Mr. McKinnon. Thank you. I am sorry, Mr. Calhoun, that we 
have not kept you as busy here as we might have, but we appreciate 
your statement, too. 

Mr. Catnoun. Well, I am very good audience. 

Mr. McKrnnon. Thank you very much.’ 

Now, if there are no further witnesses, the meeting is adjourned, 
and it will be resumed at 9 o’clock tomorrow morning. ' 

(Whereupon, at 3:40 p. m., the hearing was adjourned to 9 a. m. 
Friday, August 17, 1951.) 








i 


d 











PROBLEMS OF SMALL BUSINESS UNDER THE 
CONTROLLED MATERIALS PLAN 


FRIDAY, AUGUST 17, 1951 


House or REPRESENTATIVES, 
SuBCOMMITTEE No. 3 OF THE SELECT COMMITTEE 
To Conpwuct Aa Srupy AND INVESTIGATION 
OF THE PROBLEMS OF SMALL BUSINESS, 
Washington, D.C. 


Ths subcommittee met, pursuant to adjournment, at 9 a. m., in 
room 1301, New House Office Building, Washington, D. C., Hon. 
Clarence. G. Burton, presiding. 

Present: Representatives Burton (presiding), Mike Mansfield, 
Clinton D. McKinnon, William S. Hill, R. Walter Riehlman, and 
Horace Seely-Brown, Jr. 

Also present: Victor P. Dalmas, executive director, Arthur F. Lucas, 
Dunean Clark, and Jeremiah T. Riley, of the staff. 

Mr. Burton. The meeting will come to order, please. 

Mr. Hayes, will you come forward, please? 

Mr. Hayes. Yes, sir. 


STATEMENTS OF FRANK H. HAYES, DIRECTOR, COPPER DIVISION, 
NATIONAL PRODUCTION AUTHORITY; AND JOSEPH W. MUL- 
LALLY, DEPUTY DIRECTOR, COPPER DIVISION, NATIONAL 
PRODUCTION AUTHORITY 


Mr. Burton. We will be very glad to have you make your statce 
ment, sir. You may give us your background, and if each of you 
gentlemen will do that, it will be helpful. We would like to know 
whether you are career men, whether you are of industry, or what 
your background may be. 

Mr. Hayes. My name is Frank H. Hayes, and I am Director of the 
Copper Division of the National Production Authority of the Depart- 
ment of Commerce. 

[ am a mining engineer, and I have been in industry all my life, 
up to the beginning of World War II, when I came into the Govern- 
ment, and served in the War Production Board, in the Copper Division, 
as Chief of the Production Branch, and then as Assistant Director, 
and later as Deputy Vice Chairman from Metals and Minerals. 

[ continued with the successor to the War Production Board as 
Director of Metals and Minerals in the Civilian Production Administra- 
tion, and went through the various successive changes, through the 
Office of Materials Distribution, in the Department of Commerce, 
Office of Foreign and Domestic Commerce, and then into the National 
Production Authority. 

205 


87918-—51—> pt. 1———_14 











206 SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 


Mr. Burron. Will you just proceed with your statement, sir? 

Mr. Hayes. The Copper Division of the NPA is charged with the 
responsibility of maintaining the production of the three controlled 
materials assigned to it—namely, brass mill products, copper wire 
mill products and copper and copper base alloy foundry products. 
This production is needed to match the allotments and program deter- 
minations issued by the Defense Production Administration. To do 
this job the Copper Division must also distribute to the copper con- 
trolled material producers, copper raw materials—namely, refined 
copper, copper and copper base alloy scrap, and alloy ingot made from 
copper and copper base alloy scrap. The estimated supply of such 
copper raw materials is the basis of the program determinations and 
allotments of copper controlled materials made by the Defense 
Production Administration. 

Administratively, this job requires the services of the best men 
obtainable with a background of experience in the particular copper 
controlled material industry involved. I called on the various indus- 
tries involved and feel that we were particularly fortunate in obtaining 
men with the necessary experience to carry out the job we must do. 

[ wish to submit for the record a copy of NPA General Administra- 
tive Order No. 20-02, dated July 11, 1951, which sets forth the organ- 
ization and functions of the Copper Division of the NPA. I also 
submit a list of the key personnel and the branches of the Division 
We now have a force of 149 people and need 40 more to adequately 
staff the Division. 

I wish to point out at this time that the Copper Division of the 
NPA is not responsible for the mining, smelting, and refining of copper 
That responsibility has been delegated to the Defense Minerals 
Administration of the Department of the Interior. The Copper 
Division of the NPA enters the picture only after the copper has been 
refined and cast into refinery shapes ready for sale and distribution to 
industry. 

Refined copper, alloy ingot, and copper scrap are distributed to the 
controlled materials producers—wire mills, brass mills and foundries 
and to miscellaneous producers—monthly on the basis of program 
déterminations. Distribution within each of these industries to the 
individual mills is based on past usage of such copper raw materials 
Where the supply of raw materials is considerably less than the 
capacity to chew up and fabricate such raw materials it is necessar\ 
to distribute such supply on a past usage pattern in order to get equi- 
table distribution and to protect the position of small fabricators and 
foundries. Great care is taken to see that each producer of brass 
mill, wire mill, and foundry products is allowed its rightful share so 
that no plant can operate at the expense of others. 

As I have stated the Copper Division does not make the program 
determinations of copper controlled materials. This is done by the 
Defense Production Administration on the basis of estimated avail- 
ability of supply of raw materials. The Copper Division has no 
function with respect to manufacture or distribution of end products. 
That responsibility belongs to the various claimant agencies and to 
the industry divisions of NPA. 

Unfortunately, today the United States is faced with a very serious 
problem with regard to the supply of copper raw materials. At the 
moment the supply is considerably less than for the year 1950 while 
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the requirements have increased. The reasons for the decreased 
supply are: 

1. A decreased rate of imports in 1951. This is due to (a) the 
fact that 1950 imports included accumulations of stocks; (b) a strike 
at the copper mines in Chile in June; and (c) the higher price for 
foreign copper than the domestic ceiling price of 24% cents, which has 
a tendency to force foreign copper to markets other than the United 
States. 

2. So far as the domestic supply is concerned, domestic mines are 
operating at capacity except that during the summer months vaca- 
tions cut down the normal rate of mine production. Also, there is a 
shortage of labor at some mines. Furthermore, during the month of 
July a strike at the Garfield Smelter in Utah has resulted in the tem- 
porary loss of some production. 

3. The flow of scrap in 1951 is estimated to be less than in 1950 
due to the fact that accumulations of scrap were available in 1950 
which are now depleted. 

On the requirements position there has been no diminution in the 
industrial demand in 1951 but there has been an increase in the mili- 
tary requirements due to the defense program. As there is no possi- 
bility of appreciably increasing the supply in 1951 or 1952 it means 
that nonmilitary program levels must be reduced so that the over-all 
requirements will be within the availability of the supply. 

The following statistics may be of interest to the committee: Re- 
fined copper, fourth quarter, 1951, and this is in thousand short tons. 
The estimated supply from domestic sources is 275,000 short tons. 
The estimated imports amount to 120,000 short tons, which ineludes 
toll, and the total supply available is 395,000 short tons. 

As to the requirements, refined copper necessary for CMP domestic 
programs is 374,000 short tons, and export, which includes toll, is 
44,600 tons, making a total of 419,000 tons. 

The 24,000 ton excess of requirements over supply, which is only 
6.1 percent, is to take care of attrition, that is, CMP tickets which it 
is estimated will not be presented to brass mills, wire mills, and 
foundries. 

Attached to the statement is a copy of the general administrative 
order of NPA, 20-02, and a list of the key personnel and branches of 
the Copper Division of NPA. 

That concludes my prepared statement. 

Mr. Burton. Thank you very much. Now, has Mr. Mulally a 
statement to make? 

Mr. Mutatty. [ have no prepared statement to make at all, sir. 

Mr. Burton. Then we will proceed with the questions. 

The first thing that occurs to me is that vour ceiling price is affecting 
the importation of foreign copper, and I will ask vou if that will 
upset these figures here of an estimated import of 120,000 tons? 

Mr. Hayes. No, sir. That estimate is based upon the present 
condition, and that estimate is for the fourth quarter of 1951. 

Mr. Burton. You are not anticipating, then, that our ceiling prices 
will interfere with that normal importation? 

Mr. Hayes. No, sir, not in the fourth quarter-of 1951. 

Mr. Burton. When vou emphasize ‘“‘not in the fourth quarter,’’ 
does that imply that at some date, some later date it is likely to do so? 
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Mr. Hayes. There is that possibility. The arrangements which 
were made with the Government of Chile, which is our principal 
source of foreign copper, mean probably that we will get less copper from 
Chile in the future than we have in the past. 

Some account is taken of that in this figure. 

The same holds true for other sources of foreign copper, but the 
trend will be away from the United States, so long as there is that 
differential in price. 

Mr. Burton. Would it be embarrassing to inquire as to what vou 
propose to do about that? If so, I will withdraw the question. The 
question is withdrawn, Mr. Reporter. 

Mr. Senry-Brown. Well, can we get a statement from Mr. Hayes 
off the record? 

Mr. Burton. Yes. Off the record. 

(There was discussion off the record.) 

Mr. Burron. On the record. 

Mr. McKinnon. Will the gentleman yield? 

Mr. Burton. I will yield to Mr. McKinnon. 

Mr. McKinnon. You have authority under the National Defense 
Production Act to buy copper, for instance, on the world market at 
whatever price it may be, and import it and sell it and have your 
differential absorbed by the Government as a defense cost—isn’t 
that so? 

Mr. Hayes. I don’t know that I can answer that question directly, 
Congressman. 

L believe that there is a difference of opinion among the legal 
people on interpretation. 

Mr. McKinnon. I don’t see how there could be. It spells it right 
out there in the act. Haven’t they resolved that difference? I mean, 
that has been in the act now for some time. 

Mr. Hayes. Well, Congressman, I am not qualified to answer that 
question. I don’t know. 

Mr. McKinnon. Well now, you men in your division have charge, 
then, only of distributing the copper, and you are not responsible 
for increasing the supply either by import or by increased produc- 
tion in domestic copper? 

Mr. Hayes. No, sir; that is the prime responsibility of the Defense 
Minerals Administration in the Department of the Interior. 

Mr. McKinnon. You fellows simply take what is given to you 
and ration it, more or less? 

Mr. Hayes. Yes, sir. 

Mr. McKinnon. And your responsibility is to see that there is a 
just allocation? 

Mr. Hayes. Yes, sir. 

Mr. McKinnon. In that just allocation, most of your consumers, 
the fellows who chew up this copper, are they pretty large concerns, 
or do you run into a bunch of smaller ones? 

Mr. Hayes. They are the brass mills, the wire mills, and the 
foundries. Now, you have both large, medium, and small-sized 
brass mills, wire mills, and foundries. 

Mr. McKinnon. Is that an industry composed primarily of large 
units, or are there quite a few small operators in that business too? 

Mr. Hayes. There are many small operators, and particularly in 
the foundries. 
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Mr. McKinnon. In these small operations, do they employ, say, 
10, 15, 20, or 100 people? 

Mr. Hayes. In the foundries, yes; but the definition of small 
brass mills and small wire mills would hardly fit the definition of 
small foundries. 

In other words, the basis of classification in the brass mills is more 
a question of production rather than the number of people, and the 
way that we have split up the classification of brass mills is according 
to their monthly production rates. 

Mr. McKinnon. Well, of course, I can understand it better by 
the number of people employed. That gives a better idea. Do you 
have something to add to it? 

Mr. Hayes. I don’t think that we have any breakdown by number 
of people in individual mills. 

Mr. McKinnon. Well, the question I was trying to get at is this, 
in your allocations do you have a sliding scale allocation, or do you 
have a flat cut across the board? I mean, does everybody take the 
same percentage cut, or do you have a sliding scale of percentage 
cut? 

Mr. Hayes. It is on the basis of past usage, the pattern of past 
usage. 

Mr. McKinnon. Yes. Now, you have a pattern of past usage? 

Mr. Hayes. Yes. 

Mr. McKinnon. If you have, say, only 90 percent of what the 
past usage was, and you have to make an across-the-board cut, is it a 
straight 10-percent cut across the board, or does the little fellow get 
a 5-percent cut, and the huge factories get a 15-percent cut, or vice 
versa, or how does that work? 

Mr. Hayes. I would like to ask Mr. Mullally, who is more familiar 
with the details on that than I, to answer that question. 

Mr. Mutuauriy. We have tried to follow the National Production 
Act which you gentlemen set up. I think it is title 7, and there is a 
certain place there where it says ‘“‘when the President deems it neces- 
sary to use his powers of allocation, it shall be done on the basis 
established prior to June 24, 1950.” 

I do not have a copy of the act with me. However, it is done on the 
basis of past performance, and where there are very small outputs, 
as we have a number of them, the cut during the first month of alloca- 
tion, which is August, let’s take the case of the small wire mills, those 
receiving under 50,000 pounds a month did not recieve any cut at all, 
they got the full amount of their production directly. In other words, 
there is a point there beyond which you cannot go. 

Mr. McKinnon. Or you would close their factory down? 

Mr. Hayes. That is right, but we feel that we have a number of 
those people, and that they are satisfied to be taken care of, and their 
production is assured. We then can squeeze, if necessary, the larger 
people, and it is done by a pattern, a definite and decided pattern, on 
the basis, so far as wire and brass mills are concerned, of reports which 
they have submitte/ to us covering their consumption in terms of 
pounds of copper during the years 1948, 1949 and 1950. 

Mr. McKinnon. What is the amount of tonnage below which you 
do not cut? What is your minimum amount that you do not cut? 

Mr. Hayxs. Well, it varies. We have three controlled-materials 
branches in the copper division, a foundry branch, a wire-mill branch, 
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and a brass-mill branch, and I have a number of companies in each of 
those branches here which I obtained from the branch chiefs. 

Mr. McKinnon. Well, take the foundry branch, what is the 
minimum amount on which you do not make any cut? 

Mr. Mutuauiy. I cannet answer that at all. The number of 
foundries is large. In fact, the foundries are our largest group, there 
are 1,600 of them, with 804 being in the small group, 626 in the medium 
class, minor 100, and major, 89. 

We include the minor and major under the large. 

Now, there is no cut on past usage of the smaller foundries, wire 
mills or brass mills. 

Mr. Burron. Of that group of eight-hundred-and-some, then, there 
is no cut on that? 

Mr. Mutuatty. I think I can say that, yes, sir. 

Mr. McKinnon. How do you establish those? What criteria do 
you use to classify them? 

Mr. Muuuaury. Their past usage. 

Mr. McKinnon. All right. But what amount do you use for that 
past usage? 

Mr. Mutuaury. Foundries, small, those using less than 100,000 
pounds of copper during 1950. 

Mr. McKinnon. Those small ones would receive no cut at all in 
their allocation? 

Mr. Mutuatiy. That is my understanding with the branch, yes, sir 

Medium size, using 100,000 pounds to 1,000,000. 

Mr. McKinnon. What cuts have you put on the medium-sized 
ones? 

Mr. Mutuauiy. The medium-and large-sized foundries, brass mills 
and wire mills, all take their proportionate share of any particula: 
decrease in the supply. 

Mr. McKtnnon. You mean, for instance, if there is a 10 percent 
decrease in supply, the medium size and large sizes absorb a 10 percent 
cut against their base period? 

Mr. Mvutuatry. That is basically our policy. 

Mr. McKinnon. And the small ones take no cut as yet? 

Mr. Mutuatty. As yet, that is right. 

Mr. McKinnon. What line do you use to absorb the difference 
between the small and medium producer? 

Mr. Mutuattiy. As I told you, it was determined in the division 
those using less than 100,000 pounds were determined to be the small 
ones, and they happen to be over 50 percent, in the case of the foundries 

Mr. McKinnon. One hundred thousand pounds? 

Mr. Mutiatiy. We only deal in pounds. We are not as large as 
the steel industry. 

Mr. McKinnon. One hundred thousand pounds, then, is you 
dividing line between your small and your medium-sized plants? 

Mr. Mutuatry. That is right. 

Mr. McKinnon. And the firms using 100,000 pounds up to date 
have received no allocation cut? 

Mr. Mutuatry. By the way, the month of August was the first 
month in which our distribution of copper raw materials was made by 
allocation. 

Mr. McKinnon. August was the first month? 

Mr. Mutiatiy. August was the first month. 
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Mr. McKinnon. Under the CMP plan? 

Mr. Muuuatty. This is under the CMP plan. It is providing raw 
materials to make the CMP plan effective. 

Mr. McKinnon. When did you make your August allocation, 
what date? 

Mr. Hayes. The August allocations were made late in July. 

Mr. McKinnon. When will your September allocations be made? 

Mr. Hayes. We expect those to be out by tomorrow night. 

Mr. McKinnon. What is going to be your 

Mr. Hayes. Our aim is to have it between the 15th and 17th of 
each month, with the requests coming in on the 10th, and we expect 
to take a week or less to process them. 

Mr. Rreavman. Mr. Chairman. 

Mr. Burton. Mr. Riehlman. 

Mr. Rreatman. Your allotments are on a monthly basis instead of 
quarterly? 

Mr. Hayes. They have to be; ves, sir. We follow the procedure 
used by the War Production Board in World War II of distributing 
allotments of copper raw materials on the basis of monthly allocations. 

Our plan is to pick up, after the first 3 months’ operation, a number 
of small wire mulls, brass mills, and foundries, and give them a 3 
months or 6 months authorization, which will do away with the 
necessity of their coming in. 

However, for the first 2 or 3 months we have deemed it advisable 
to get their reports in order to have more information as to their 
type of operations, what type of orders they are shipping on, and 
their inventory position. 

Mr. Rreuuman. What proportion of the users are in the small 
groups, could you gell us? 

Mr. Muutatzy. Well here on the foundries; ves, sir. There are 
about, as I say, out of 1,619 respondents which responded the first 
time, we have 804 in the small group, 626 in the medium, 100 in the 
minor, and 89 in the large classifications. 

Mr. Rrenitman. Then in other words, this 804 received the same 
amount of copper that they had used on the same basis they had used 
the previous year; is that correct? 

Mr. Mutuiauiy. The same basis they had used on the figures on 
their report, which was for the previous month or previous 2 months 
ahead of time. 

Mr. McKinnon. I see. 

Mr. Rresiman. Yes. 

Mr. Muutuatiy. By the way, these foundries received very little 
refined copper. They received scrap, or what is known as alloy ingot, 
which is made by the alloy-ingot maker who, in turn, purchases scrap 
to make the ingots. The alloy-ingot makers are better qualified in 
getting the most out of scrap, including the tin and other content. 

Mr. Burton. Mr. Seely-Brown. 

Mr. See.y-Brown. Sir, for how long a period has copper been 
considered a strategic material? 

Mr. Hayes. That has been since before World War II. 

Mr. Seety-Brown. What has been done to stockpile copper during 
that time? ; 

Mr. Hayes. Well, the stockpiling of copper is the responsibility of 
the Munitions Board. They outline the program, and then ask for 
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an appropriation to cover the program, which a yearly basis program 
They have had such a program in effect since the passage of th: 
strategic and critical stockpile act, Public Law 520 of the Seventy- 
sixth Congress, and they have operated under that. 

Mr. Seety-Brown. Did you find when we started the war in Korea 
a year ago that our supply was, or the stockpile of copper was sufficient 
to carry us through the new emergency? 

Mr. Hayes. Well, according to the law, that stockpile is a stock- 
pile for really a global war emergency. 

Mr. Daumas. That stockpile can be tapped at any time on the 
order of the President? 

Mr. Burron. Are stockpiles taken into consideration on this esti- 
mate that you have given us, or this tabulation? Does any portion 
of this go to stockpiling, or are you drawing from stockpiles at this 
time to arrive at these figures? 

Mr. Hayes. Well, due to the present emergency of the strike, 
arrangements have been made to borrow from the stockpile for the 
month of August. 

Mr. Srety-Brown. Did you say “of the strike’? Due to what? 
I did not hear you. 

Mr. Hayes. Due to the strike situation which has cut off our 
supply of copper. 

Mr. See.ty-Brown. Thank you. I thought that was what you 
said. 

Mr. McKinnon. That is the Chilean strike you are referring to? 

Mr. Hayes. Not only to the Chilean strike, but also to the strike 
in the domestic smelters and refineries. 

The Garfield smelter was down for 1 month, the month of July 
and there was another smelter, the Carteret smelter, which was down 
for several days, which resulted in a partial freezing up of some of the 
furnaces, and through that interruption we lost tonnage. 

Mr. Seety-Brown. But do I understand, sir, that the allocations 
program, then, does not contemplate drawing on the stockpile which 
has already been built up? 

Mr. Hayes. That is right, sir. 

Mr. Seety-Brown. Do you have any suggestions as to what we 
can do or should do to increase our copper supply? Would you 
suggest a further change in our tariff laws, or do you have any other 
suggestions as to what you believe we could do in order to increase 
our present copper supply? 

Mr. Hayes. A satisfactory solution of the differential in price 
between foreign and domestic ceilings would heip to attract to the 
United States copper which now goes to foreign shores. The domes- 
tic mines are operating at practically capacity. In some instances 
there is a shortage of manpower, but outside of the usual summer- 
vacation period, which lowers production at the mines in June and 
July, those mines are producing at practically capacity. 

Mr. See.y-Brown. What other countries are buying the copper 
on the world market? 

Mr. Hayes. The European conntries. 

Mr. Seety-Brown. And is it the bidding of the European countries 
that keeps the price up? 

Mr. Hayes. Yes, sir. 








SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 213 


Mr. Seevy-Brown. Are most of those countries that are bidding 
against this world supply of copper, countries which are members of, 
say, the North Atlantic Treaty organization, or what we call friendly 
countries? 

Mr. Hayes. Yes, sir. 

Mr. Sre.y-Brown. In other words, they are bidding up the price 
on this copper which we use for our mutual defense? 

Mr. Hayes. Yes, sir; that is true. 

Mr. Seety-Brown. Would you know whether or not an inter- 
national organization bas been set up, as part of the North Atlantic 
Treaty organization, to prevent that kind of thing from happening, 
Mr. Mansfield? 

Mr. Mansrievp. All I know, Mr. Seely-Brown, is that under the 
most favorable circumstances we are going to have a very precarious 
position in the copper industry from now on out. It is going to be 
impossible—— 

Mr. Burton. Do you mean that there is a short world supply? 

Mr. Mansrievp. That is right, and if you had all the copper in the 
world coming into this country, you still could not meet our require- 
ments. 

By the way, what is the shortage this year in tons? 

Mr. Hayes. Do you mean the world shortage? 

Mr. Mansrie.p. No; the shortage in this country. How much are 
we short of our requirements. 

Mr. Hayes. I am afraid that I cannot give you definite figures on 
that. 

Mr. Mansrievp. Well, let me give you a figure then, and if you 
will check on it for the committee, the committee would appreciate it. 

It is my understanding that for the past 2 or 3 years our shortage 
has amounted to approximately 500,000 tons of copper a year. 

Mr. Hayes. No, sir; I would question that. 

Mr. Mansrrevp. Could you get the answer to that and put it in 
the record following my assertion? 

Mr. Hayes. I shall try to do so; yes, sir. But let me make this 
statement now; it is difficult to know the exact figures on demand. 
Under the CMP the demand is tailored to meet the supply, but when 
you ask what the demand is, it is very difficult to put a finger on it. 
| might- 

Mr. MansFiE.tp. Well, that might be looked into, and the figures 
furnished the committee. 

But getting on, and this is of interest to Mr. Seely-Brown, because 
of the fact that his State depends to a large extent, or to a consider- 
able degree, at least, on the fabrication of raw copper, it might be 
pointed out that in a matter of approximately 50 years in this country 
we will be out of copper, except for one place, and that will be in 
Butte, where we have big deposits way down deep, and we figure that 
out there we have enough to last us for from 75 to 100 years, but long 
before 50 years is reached these open-pit workings in Utah and Arizona 
are going to be done away with, and we will be up against the blade 
more so than ever. 

Copper, of course, is the most important mineral, in my opinion, in 
the world, because it is tied up with the advance of civilization. The 
more civilized you become, the more copper you use. We are getting 
now to depend on outside sources more and more for our copper. 
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Mr. Sue.y-Brown. In view of that fact, don’t you believe that it 
would be wise if the so-called free nations of the world got together 
and reached some agreement as to what the price of copper is, rather 
than bidding against each other for copper which is to be used, sup- 
posedly for their mutual defense? Wouldn’t that help the picture all 
over? 

Mr. Hayes. Yes, sir. I think if it were possible to get some world 
agreement on price, that it would be very helpful, particularly in 
periods of emergency, where you would like to have international 
allocation. 

Mr. See.y-Brown. Which is what we are doing, as we have agreed 
to supply the free nations of the world with funds, and very properly 
so, but inasmuch as we accepted that responsibility, we might as well 
accept the responsibility on the raw-material base also. 

Mr. McKinnon. When you get into that situation of fixing of a 
price by international agreement you save money on what copper is 
available, but the thing to do, I think, is to encourage more margin 
mines into operation, which takes a higher price to do so, doesn’t it? 

Mr. Hayes. In some instances, that is so. Asa matter of fact, the 
Defense Minerals Administration has before it now a number of 
projects for increasing production in this country, which are new 
properties, and it is necessary in those instances to make some kind 
of a contract on a long-term basis, which will assure those properties 
of a certain floor price, you might say, in order to justify them in 
spending millions of dollars to develop and equip these properties. 

Mr. McKinnon. The Government guarantees a market for a period 
of 5 years at a price, is that not true? That is the provision we had 
in our Defense Production Act. I cannot understand why the attor- 
neys are in doubt as to what it means, because it bears very directly 
on the subsidy program which we also wrote into the bill, not for the 
very reason, but in order to provide a price above a normal profitable 
price to an average operator, to attract in a marginal operator. 

To me it was spelled out in very clear terms. Of course, I can 
understand why an attorney would not look at it in the simple way, 
but I cannot see why they should get confused on the intent of the 
language. 

Mr. Hayes. I think maybe there is a difference between arrange- 
ments for bringing in new production and arrangements for paying 
premiums or higher prices on current production. 

Mr. McKinnon. Well, in any event, it is a little bit out of your 
field? 

Mr. Hayes. Yes, sir; it is. 

Mr. Seery-Brown. I have one last question, excuse me, Mr. 
Chairman. 

Mr. Burron. Go ahead. 

Mr. Serry-Brown. I just want to emphasize again—lIs it your 
opinion that the price differential is the greatest roadblock at the 
moment for our acquiring more copper supply here in this country? 

Mr. Hayes. Yes, sir. I would like to make one more statement 
regarding 

Mr. Burton. Mr. Hayes, we are glad to have you make any state- 
ment that will add to our information. That is what we are seeking. 

Mr. Hares. When you talk about whether or not we will be out 
of copper within a certain period, it is very difficult to pass judgment 
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on that, because of the fact that in underground mining it does not 
pay to outline ore reserves too far ahead of mining. The cost of 
keeping mines open, keeping them from caving, the cost of keeping 
them unwatered, prevents mines from developing ore reserves, under- 
ground mines partic vtularly, more than, say, 7 or 8 years in advance of 
the actual extraction. 

Therefore, at any particular time, if you will look at an ore reserve 
statement for a company, particularly in underground mining, you 
might say, ‘‘Well, in the course of 10 years we are going to be out of 
the copper ore.” 

Now, if you had looked 20 years ago at a statement of ore reserves, 
copper ore reserves in the United States, you would have said, 
“Twenty years from now we are going to ‘be out of copper to the 
extent of maintaining a high rate of domestic production. 

Well, today we are producing copper at a higher rate domestically 
than we did 20 years ago. 

By the same token, I think it would be foolish for me, or for anyone, 
to say that 20 years hence we are going to be out of copper, because as 
you go along, and necessity demands it, you outline more and more 


opper 

i. sure, copper and ore mining is a wasting asset. It does not 
grow like potatoes. But the objective of these mining companies is 
to replace a ton in reserve for every ton that is mined. 

So that each year they have development programs to develop 
tonnage equal to the tonnage mined during the year. That is the 
program generally speaking. 

But they do not try to increase their reserves too far in the future, 
because of the expense of keeping that underground mine open. 

Mr. Mansrietp. Mr. Chairman, might I ask a question there? 

Mr. Burton. Yes. 

Mr. MANSFIELD. It is my understanding that in the past 20 or 25 
years we have only uncovered one big new ore field, so far as copper 
is concerned, and that is the Ajo Works down in Arizona, and at the 
same time the end can be seen for Ajo, and the end can be seen for 
the other open-pit mines in Utah. 

Of course, the industry has, with the passage of years, been able to 
develop processes by means with which they could operate at a profit 
on the basis of extracting a lower grade ore. 

Now, you mentioned 5, 8 and 10 years. Iam sure, so far as Butte 
is concerned, and that is the only place in this country, the assumption 
on the part of the copper industry out there is, that we have at least a 
75 years’ supply. It is the only long-range supply in the country, and 
the only possible new copper field is in Gerington, Nev., which is a 
low-grade outfit, and which is workable only because of the extreme 
need for copper at the present time. 

You also mentioned something about a strike situation at Garfield, 
and at the Carteret Smelter, and the strike in Chile last June. 

Is it not true also that at the present time a call has been sent out 
for a strike in all the copper mines, or in 95 percent of them at least, 
in this country? 

Mr. Hayes. Yes, sir; that appeared in the public press yesterday. 

Mr. Mansrrevp. And if that is not settled, it will create a very 
serious situation so far as we are concerned; is that not right? 

Mr. Hayes. Yes, sir; it will be a catastrophe. 
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Mr. Mansrrevp. That is right. I wonder if, for this committe: 
you could prepare for us a table showing the amount of copper e> 
ported from Chile, Katanga, Northern Rhodesia and Canada, and 
where those exports of copper are going throughout the world? 

| think you will find generally that they go to the North Atlanti: 
Treaty countries, and the United States of America. We would lik 
to get a basis of comparison to see how much is going outside thi 
country, so that we can understand more clearly the world price « 
50 cents a pound as compared to the domestic price of 24% cents 


pound. 


(The following charts were submitted on October 1, 1951:) 


Copper production by countries of origin of ore} 





United 


States 


World 
total 


{ Metric tons] 


Chile Canada 





547,829 | 
792, 988 | 
7TH, 836 | 
691, 199 
840, 493 | 
| 


1946 , 839, 
1947 , 25 
1948 2, 338, 
1949 2, 282, 


1950 


RO | 
773 
989 | 
307 


», 


or shipped to other countries for smelting. 


Source: American Bureau of Metal Statistics. 


Copper exports of Chile, by countries ! 


040 166, 896 


672 


361, 
426, 
445, 070 
371, 095 
362, 749 

' 


239, 0O8 
237. 608 


| 


[Metric tons] 


Country 


Electro 


United States 
Italy 

Brazil 

France 
Argentina 
Germany 
Netherlands 
Switzerland 
Belgium. _. 
Great Britain 
All other countries 


Total. .... 


Electro 


143, 162 
11, 364 

7, 161 
19, 897 
12, 031 


United States 
Italy 

Brazil 

France 
Argentina 
Germany 
Netherlands. . 
Switzerland 
Belgium 
Great Britain 
All other countries 


213, 330 


Standard 


Oty 150, 692 

778 11, 044 

10, 577 1, 750 
9, 249 6, 424 
5, 617 464 
1, O85 7, 136 

587 

54 

202 

101 

683 


99, 
11, 


Electro 


Standard 


120, 210 
9, 021 
6, 668 

29, 802 

21, 087 

507 
2, 601 | 
2, 030 | 

583 
16, 809 
22, 674 


231, 992 


124, 769 
18, 239 
10, 516 

1, 000 
3, 433 
26, 671 
16, 642 


201, 270 


204, 902 | 
218, 392 | 


Northern 
| Rhodesia 


Belgian 
Congo 





185, 905 
197, 971 
212, 872 
283, 039 | 
, 395 


143, && 
15), 84 
155, 4 
141, 4 
235, 175, 22 


! Includes copper content or recoverable contents of ores or concentrates smelted in country of origin and 


Electro 


, 621 | 
5, 690 | 
, 656 | 
22, 990 | 


2, 062 | 


12 


2, 363 | 
. 473 





Standard 


Electro | Stand ard 


80, 812 8S, 4 
24, 967 

7, 649 
27, 986 | 

9, 066 


82, 666 
9, 805 
225 
14, 903 
250 | 


50 

1, 476 
30 

39, 677 
6, 188 


6, 601 

1, 054 
354 

46, 363 

2 30, 093 


| 
| 
| 
155,270 | 235, 845 | 138, lf 
| 








! Excludes ores and concentrates. 
? Includes 17,680 metric tons exported to Sweden. 


Source 


Chilean trade statistics unpublished, Office of International Trade, Department of Commer 
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Copper exports of Canada to other countries, 1946-50 '! 





[ Metric tons] 


1950 1946 


Country 


nited Kingdom 58, 356 
United States... 15, 746 
icon 6, 063 
‘rance 4, 504 
Netherlands , 697 | 
witzerland - .-. , 604 | 
I 975 
778 | 
71 | 


rechoslovakia 
| other countries 


Total 





Copper ingots, bars, and billets. 
Source: Bureau of Mines Minerals Yearbook. 
Copper exports of Northern Rhodesia to other cou ntries, 1946-50 
UNREFINED BLACK BLISTER AND CONVERTER IN PIGS OR BARS 
[ Metric tons] 


1950 


Country 


United Kingdom 3, 350 
United States. - 
Germany 
Belgium. 

India... .. 
Australia 


Allother countries 
Total 202, 457 175, 455 


CATHODES, INGOTS, BARS, ETC, 





United Kingdom 49, 372 40, 326 
Australia 17, 152 17, 901 
Union of South Africa 11, 382 | 10, 981 
Denmark 2,128 | 

uthern Rhodesia : l 
India 442 
Italy 
Argentina 
Brazil 
Belgium... 
France 
All other countries_. ae ; / 
80, 034 | 69, 651 66, 274 | 


Total 


Office of International Trade, Department of 





Source: Belgian Congo trade statistics unpublished, 
Commerce, 
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Copper exports of Belgian Congo to other countries, 1948-50 ' 


[Metric tons] 


Country 1950 | 1949 lyts 


Belgium. -.. , ‘ a 120, 45 105, 105 | 60, 418 

France . 4 9,: 3, 135 | 5, O80 
5 11, 236 — 

3, 053 

4, 055 | 


a | 


India 

Italy 

Sweden 

Union of South Africa ‘ 
United Kingdom 7 17, 744 
Australia K 5 5, 186 
Brazil 

Beira depot ? 
Germany 
Southern Rhodesia 
Lobito depot? 
Angola 

French Africa 
Denmark 


Portugal 


Total oce emescece seous . : 167, 006 151, 415 


1, 893 


! Electrolytic wire bars, cathodes, ingots, etc. 
? Port of shipment, country destination not available. 


Source: Belgian Congo trade statistics unpublished, Office of International Trade, Department 


Commerce. 


Mr. Rresiman. Will the gentleman yield at that point? 

Mr. MANSFIELD. Yes. 

Mr. RirexitMan. I am not well versed at all on our exports, but I see 
we are exporting, or planning to in this next quarter, 44,000 tons 
Where are our exports going to, what countries, and for what purpose? 

Mr. Haves. Our exports go to Europe and to Latin America. 

To understand the situation, let me say this: The United States is a 
net importer of copper. In order to get some of those imports it is 
necessary that a part of the material which comes in here from foreign 
countries to be processed be exported, or reexported in the form of 
finished copper. Otherwise our imports would go to foreign countries 
to start with. 

But by arrangements of importing those ores and concentrates into 
this country, processing them into refined metals, and then reexporting 
a part of it, we gain a certain part, whereas if we did not allow the 
reexporting, we would not get the material to start with. 

That portion of the copper which is reexported on some toll arrange 
ment is included in your 44,000 tons. 

Actually the other exports are less than half of the total. 

Now, under our foreign policy, and under the Mutual Defense 
Assistance Pact to the NATO nations, there is an agreement that the 
United States will supply copper to some of those countries. That 
is part of your foreign commitment. 

Mr. Burron. We have scheduied for this afternoon a further 
hearing. We will have to have permission for that, and I am wonder- 
ing what the members think of the possibility. We do not have open 
debate this afternoon. 

Mr. See.y-Brown. I don’t think we can get permission under the 
5-minute rule, and I would not want to, personally. 

Mr. Burton. Well, it will be necessary to postpone the afternoon 
hearing then, but we will go on at 9 tomorrow morning, if we are in 


session. 








he 
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We will now proceed, but if we may hasten on with our questions 
here, we would like to start with Mr. Bell if we may. We do not 
know how soon we will be called, but we may continue for a time. 

Have you any further questions? Well, I have one question to ask 
you. I notice here in the figures given there is only an expected 
shortage of 6.1 percent of require ment for this fourth quarter. Isn’t 
that rather surprisingly small, that deficiency? 

Mr. Hayes. Well, Congressman, let me say this: That the pro- 
grams were cut down to meet the supply, but due to previous experi- 
ence with the controlled-materials plan in World War II, those 
programs are not cut down to exactly the amount of the estimated 
supply. In other words, there is a little overage because of the 
attrition, because of the fact that these CMP tickets which are 
issued do not all reach the mills, and in order to assure maximum 
production at the mills there is this 6-percent overage, of tickets 
issued. 

Mr. Burton. This represents tickets issued then, and it does not 
represent what would be required for full production of the fabricators? 

Mr. Hayes. That is correct, sir. 

Mr. Muuuatzy. Or what everybody wants. 

Mr. Hayes. Yes. That means that the programs, as determined, 
will be satisfied to the extent of the program determination. 

Mr. Burron. Well, what portion of normal requirements then, is 
provided for here? 

Mr. Hayes. That is rather a difficult. question to answer. Let me 
say this— 

Mr. Burton. You would take 1950, let us say, production require- 
ments, and how does your supply compare—well no, your 1950 
requirements would not be the figure. 

Mr. Hayes. No. 

Mr. Burton. But you must have an estimated need here, just as 
we have in steel. 

Mr. Hayes. Yes, sir, yes, sir, you do have. 

Mr. Burton. Where would that be? 

Mr. Hayes. Well, you do have. 

Mr. Burron. Where would that be? 

Mr. Haynes. Well, it would probably be in the neighborhood of 
from 165 to 170 percent of the supply. 

1 mean, if you asked for requirements, you probably would get a 
figure in that neighborhood of 165 to 170 percent. 

Mr. Burton. Well, now, that is a figure—well, that gives us an 
idea of what the shortage really is. 

Mr. Mutua.ry. Of course, some of those requirements, Congress- 
man, if I may say so, are the asking prices, you might say, the first 
offer; and in some of the requests for materials, it is generally possible 
that people feel there may be a cut, so therefore it is like asking for a 
salary raise, and they expect to get cut back a little. 

Mr. Burron. That was not the figure we were looking for. We 
were looking for what the actual needs are, rather than what the 
asking score might be. 

Mr. Hayes. Well, I might say after considerable study by the 
NPA and the DPA, that is the approved program level. 

Mr. Burton. The approved program level will run from 165 to 
170 percent? 











22() SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 


Mr. Hayes. No, sir: no, sir, the approved program level comes 
within the level or the ability of your supply. 

Mr. Burron. Yes: but that is governed by the supply? 

Mr. Hayes. Yes, sir. 

Mr. Burton. And not by the actual need? 

Mr. Hayes. Well, it certainly is not covering the stated require- 
ments, but, as Mr. Mullally just mentioned, those stated require- 
ments, we believe, are not all true requirements. 

Mr. Mutuatty. Somewhere between your stated requirements—— 

Mr. Burton. We would like to have an estimate of your opinion 
of the real requirements, in other words, squeezing out the water. 

Mr. Mu tuauiy. Somewhere in between? 

Mr. Burron. Yes; if you have that figure we would like to have it 
for the record. 

Mr. Hayes. Well, sir; we don’t have such a figure. 

Mr. Burton. We don’t know what, in the opinion of your Depart- 
ment, the true needs would be? 

Mr. Hayes. It would be a very difficult thing to try to screen all 
of these stated requirements to some intermediate point where you 
could say, “‘ This is a true requirement.” 

Mr. Burron. Yes. This will satisfy the true requirements of the 
country for defense and civilian needs? 

Mr. Hayes. Well, actually, Congressman, I think that your pro- 
gram determinations do that. 

Now, people would like to have more materials, but it is not neces- 
sary for them to have it in this kind of an economy. 

Mr. Muuuauiy. However, as the Copper Division does not have 
those particular estimates, it would have to go back to each industry 
division and every claimant agency throughout the whole Government, 
and have them in themselves determine the true essentiality and the 
true requirements of each one of their particular divisions for the 
particular agency. 

Mr. Rrenitman. Well, Mr. Chairman, the thing that confused me 
in looking at your figures here this morning was that I thought that 
the figures you had given us were what our resources are, and what was 
going to be drawn against them in the next quarter. 

Mr. Hayes. That is right. 

Mr. Rresuman. That is exactly what you have got, but you are not 
saying what the need is, or what the requests have been from the 
different industries throughout the country, so that we do not have 
any true picture as to whether or not it is 165 or 170 percent. 

Mr. Burton. Well, now, if I may inject this, too: We notice from 
Mr. Fleischmann’s statement here in this daily information digest, 
Supplement No. 29, dated July 30, 1951, that he estimates the supply 
of copper at 1,166,000 pounds of copper as against your 790,000. 
This is 1,166,000 against 790,000. That is 376,000 pounds difference. 

Mr. Hayes. In the first place, the figures which are given there, the 
first figure is a figure on the weight of controlled materials. I think 
that is 1,166,000,000. 

Mr. Burton. Yes; it should be 1,166,000,000 pounds, yes; it would 
be. j 

Mr. Hayes. And that is a controlled materials weight, which means 
that not only copper, but zinc, lead, tin, and other materials that go 
into your alloyed products. 
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Mr. Mutuauiy. And there is a big amount of scrap in that. 

Mr. Burton. And that would account for a difference of abo ut 30 
percent? 

Mr. Hayes. Yes. 

Mr. Daumas. That clears that up. 

Mr. Burron. Thank you very much. Do you have any other 
questions, Mr. Dalmas? 

Mr. Dauoas. No; I think the situation has been pretty well covered, 
Mr. Chairman. 

Mr. Burron. We thank you very much, Mr. Hayes and Mr. Mull- 
ally, and we may have to call upon you again. 

Mr. Hayes. O. K., if there is anything that we can do, that we can 
give you more information on, we will be glad to prepare it for you. 

Mr. Damas. You will supply the tables that were mentioned? 

Mr. Hayes. Yes; we will do the best we can on it. We do not have 
information regarding the destination of all foreign production. We 
can tell what comes to the United States, but we do not have informa- 
tion regarding the other country destinations on production from 
Rhodesia, the Belgian Congo, and southwest Africa. 

Mr. Burton. Well, thank you very much. 

Mr. Hayes. Yes, sir; you are welcome. 

Mr. Burton. Now, we would like to hear from Mr. Bell and 
Mr. Batman, if you will be good enough to come forward, please. 


STATEMENTS OF NIGEL H. BELL, DIRECTOR, ALUMINUM AND 
MAGNESIUM DIVISION, NATIONAL PRODUCTION AUTHORITY, 
AND C. B. BATMAN, CHAIRMAN, REQUIREMENTS COMMITTEE, 
ALUMINUM AND MAGNESIUM DIVISION, NATIONAL PRODUC- 
TION AUTHORITY 


Mr. Burron. Now, if you gentlemen will be good enough to state 
your positions and something of your background, it will be very 
helpful to the committee. 

Mr. Bet. I will be glad to do so, Mr. Chairman. I am Nigel H. 
Bell, and I am presently serving as Director of the Aluminum and 
Magnesium Division of the Department of Commerce, or at least of the 
NPA in the Department of Commerce. 

My 45 years or so of business experience includes only about 5 in 
Government service. Primarily I am a small businessman. I am 
now on an extended or indefinite leave of absence from the Sterling 
Windows, Inc., New York manufacturers of aluminum windows, and 
I served that company in the status of vice president. 

During the last war I served in the War Production Board in several 
capacities, starting in as Chief of the Sheet Section, then in the 
Fabricating Section, and finally as Director of the Aluminum and 
Magnesium Division. 

Subsequent to that I served for approximately 1 year as a special 
assistant to the Administrator of the Surplus Property Board in the 
War Asset Administration. 

That in general is my background. 

Mr. Burron. Thank you very much. 

Mr. Beut. I regret—may I proceed, Mr. Chairman. 

Mr. Burton. Proceed. 
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Mr. Brew. I regret that the limitation of time did not permit m 
to prepare a formal statement, but I will ask your indulgence in pe: 
mitting me to make a short or very brief statement from notes tha‘ 
I have just thrown together last evening. 

Mr. Burron. Very well. 

Mr. Bett. The Aluminum and Magnesium Division of NPA 
responsible for assuring a flow of proper forms and shapes of aluminum 
from producers, fabricators, smelters, and distributors within the tots 
metal availability to meet the military, defense supporting and civilia: 
programs, at the levels determined by the Defense Productio: 
Administration. 

This responsibility does not extend to the production of primary « 
pig alumfmum, which has been in the jurisdiction of the Department 0! 
the Interior, but starts with the fabricated products, such as aluminu: 
sheets, rod, extrusions, and other mill products. 

To accomplish this, however, my Division is required to distribut 
pig or ingot aluminum raw materials to independent fabricators fo 
the production of aluminum controlled materials. 

Under the controlled materials plan this Division is also responsib): 
for furnishing estimates of aluminum supply each quarter, agains 
which program determinations and allotments of aluminum are mac: 
by the Defense Production Administration. 

These supply estimates are based on data submitted by the Bureay 
of Mines, Department of the Interior, showing anticipated pig pri 
duction, secondary and import. 

The Aluminum and Magnesium Division has no responsibility fo 
the distribution of aluminum to end item manufacturers, This 
function is performed by the various divisions of the NPA and th 
claimant agencies under the program determination issued by th: 
Defense Production Administration. 

As you undoubtedly know, the aluminum industry is undergoing 
substantial expansion in primary y aluminum production. 

A significant addition to the aluminum supply, however, in m 
judgment, cannot be expected until late 1952. During 1951, fo 
example, pig production from expanded facilitiés will total approxi- 
mately 34,000,000 pounds. Production in existing facilities has been 
maintained at the maximum rate of operations, and the total suppl) 
including secondary and imports, is expected to exceed 1950 b 
approximately 250 ,000,000 pounds. 

This increase, in my judgment, will fall short of meeting the add 
tional demands for military and the stockpiling program which, to 
my knowledge, is not presently determined. 

In consequence, the available aluminum supply for civilian con- 
sumption shall again, in my judgment, be not more than the 1950 
level. It probably may be lower. The expansion program is ex 
pected to accelerate sharply during 1952 in terms of providing addi- 
tional pig aluminum. 

Mr. Burron. Would that be early 1952? 

Mr. Bett. I would say that it would be mostly in late 1952. Th 
Bureau of Mines estimates that new plants will, produce upward of 
550,000,000 pounds in 1952, as compared with the 34,000, 000 pounds 
expected this year from new production. 

i what degree such additional supplies will be channeled into 
civilian consumption is, of course, a policy decision which will have 
to be made, and over which I have no jurisdiction. 
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I think, in general, Mr. Chairman, that that concludes my pre- 
liminary remarks, except to express my appreciation for having the 
opportunity of being with you, and I certainly will cooperate to the 
utmost possible degree. 

Mr. Burton. Does Mr. Batman have anything to say? 

Mr. Bexv. Mr. Batman is Chief of my Requirements Branch and 
is also Chairman of the Requirements C ‘ommittee of the Division. 

Mr. Burton. Well, I take it you have no preliminary statement 
to make, then? 

Mr. Baran. In what respect, sir? 

Mr. Burron. Did you wish to make a statement before we start 
questioning, or should we start with our questioning? 

Mr. Barman. No. I did that same sort of thing in the last World 
War. 

Mr. Burton. Thank you very much, Mr. Bell. Do you have any 
questions, Mr. Riehlman? 

Mr. Rreniman. Yes; | just wonder if you could give us some idea 
of what the expansion program is? Elaborate plans are being made 
for facilities for the production of more aluminum. 

Mr. Bex. Well, the present program, as I understand it, sir, and 
the information comes from ae bacon of Mines, is that the new pro- 
duction will approximate 550,000,000 pounds—or 550,000 tons, I beg 
your pardon, that is the total new expansion program. 

Mr. Rrenuman. Yes. 

Mr. Betz. Which will bring the total primary production, I would 
think, to approximately 1,250,000 or 1,350,000, somewheres around 
that figure. 

Mr. Rresuman. And you say that would still be short of our 
requirements, plus the program of stockpiling? 

Mr. Betu. That is my judgment, sir; yes, sir. 

Mr. Burton. Well then, this expansion program will build up 
present production by some 70 percent? 

Mr. Bex. Approximately so; yes, sir. 

Mr. Burton. Thank you. 

Mr. Rrexnuman. I have no further questions. 

Mr. Burton. Mr. Hill? 

Mr. Hix. I had a question in mind on the 200,000 tons that you 
mentioned we would be short. What percentage would that be, rather 
than in tons awhile ago as you said? 

Mr. Beutu. That is a very difficult question to answer, sir. It is 
my judgment that the general economy, that is, the undisturbed 
civilian economy, can take all the present capacity and probably up 
to a million tons a year without any inordinate military program im- 
posed upon it. Now, of course, the civilian economy also includes at 
all times a certain degree of military procurement. 

Mr. Hitt. When was the expansion program started on aluminum? 

Mr. Bet. Well, we are currently bringing in some of the new facili- 
ties in this quarter. The Jones Mill plant, we recently opened the 
fifth pot line down there, and I believe another line comes in next 
mont, 

Mr. Burton. Those coming in will add what to our production, 
either percentagewise or in tons? 

Mr. Race, I think I estimated the total was 34,000,000 pounds from 
new production this year. 
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Mr. Burton. That would be 5 or 6 percent? 

Mr. Betu. Roughly; yes, sir. In my opinion I don’t think we wil! 
obtain the full benefit of this expansion program until very late 1952 
that is, the total amount, or in 1953, depending upon the ability of 
the companies in charge of that, or the companies involved, to obtai 
materia's and fulfill their schedule. 

Mr. Burton. As I understand it then, we have a huge expansion 
of civilian needs in aluminum, apart from any defense needs. 

Mr. Betxi. Without question, sir, | would say that, and inasmuch 
as I am a user of aluminum, I would say that without any hesitanc, 
The civilian economy can use and has plans to use considera) 
quantities of aluminum. 

Mr. Burton. Well, with such plans have not the producers planned 
a parallel expansion? 

Mr. Beiu. Well, the present expansion program presumably is 
part of that forecast. 

Mr. Burton. Well, you speak of some 34,000 tons coming in this 
month or so, are there such plants coming in shortly behind that o: 
not? 

Mr. Be.u. They will gradually come in during 1952; yes, sir. | 
have a schedule that I will gradly submit to you. 

Mr. Burton. We would like to have that schedule for the record 

Mr. Beiui. Showing just the estimates of the Department of the 
Interior, as to how this new production will come in. 

Mr. Burron. That will be interesting. Do you have any questions 
Mr. Dalmas? 

Mr. Daumas. I just wanted to ask Mr. Bell a few questions about 
the situation of the aluminum fabricators at the moment. 

You will recall that for the past 8 or 10 months we have numerous 
complaints, and they have been relayed to you, and you tell us now 
that civilian production will be at about the 1950 levels for 1951, is 
that right? Did I interpret that right? 

Mr. Beuu. I don’t say that. If I understand your question, what 
I referred to was that the new production would not permit tly 
civilian economy to operate much beyond what it is doing this yea: 
That is what I intended to say. 

Mr. Daumas. Well, in that connection, if we reach 1950 levels this 
year 

Mr. Brett. Not 1950 levels. These will be 1951 levels that I an 
talking about. 

Mr. Daumas. How does that compare with the 1950 levels? 

Mr. Betu. | would say that it is some 40 percent over-all less. 

Mr. Damas. Forty percent less? 

Mr. Bex. That is a pure guess, probably 40 or 45 percent. Is tha! 
about right, Mr. Batman? 

Mr. Barman. I think so. 

Mr. Bex. It varies. It depends, of course, upon just what con 
parisons are being made, but I would say there would be a 40 to 4 
percent reduction in civilian use for this year. 

Mr. Datmas. What is the fatality or what has the fatality be: 
among the aluminum manufacturers and fabricators? : 

Mr. Beiti. Now, Mr. Dalmas, that is rather an interesting questio! 
with all the complaints that I have had, both on the telephon 
personal calls, letters, and one thing and another, I don’t know o! 
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one instance of failure of people in the aluminum industry, that is 
aluminum fabricators. 

Mr. Datmas. What are they doing? 

Mr. Betu. They seem to be getting along pretty well. What they 
are doing or how they are doing | it I, of course, do not know the details 
and they do have a justifiable complaint, in my judgment, that we 
are not now in a position to satisfy all of their requirements. And I 
am one of the sufferers, incidently. 

Mr. Burton. How severely are fabricators suffering? 

Mr. Bev. | just made the statement that I believe that the total 
usage is about 40 to 45 percent less than the 1950 usage. 

Mr. Burton. Mr. Hill, I believe you had a question? 

Mr. Hutu. Yes, that comes right along with my question. What 
percent, then, will the domestic use, not for war now, but domestic 
consumption use of aluminum be curtailed in the next 6 months? 

Mr. Beti. | would say approximately at these current levels, 
which is about 40 to 45 percent lower than the 1950 usage. 

Mr. Hiui. That is the whole area in which the domestic 

Mr. Bev. Outside of the defense effort, yes, sir. 

Mr. Hitx. Forty Percent less? 

Mr. Bex. | would say at least that. I have in mind, if I may say 
this, sir, that it all depends on the military requirements and the stock- 
piling policy with which | have nothing whatever to do, of course. 

Mr. Datmas. Well, the military requirements can be measured 
somewhat *by what the independent manufacturers are doing. In 
other words, most of your aluminum used by the military is used by 
prime contractors for planes, is that right? 

Mr. Datmas. Now, going back to a point that has been brought to 
the committee’s attention, first in Little Rock and then as late as 
Omaha, Nebr., I know that NPA is trying to do something about it, 
but do you have some knowledge as to whether or not the military 
program is managed in such a way that the prime contractors do not 
pile up inordinate stocks of materials? 

Mr. Be_i. We have had investigations, as you know, Mr. Dalmes, 
of all the aircraft companies, and I| believe our compliance division 
can make known to you the results of their investigations, which show 
that some of the companies have inordinate stocks, or certainly 
stocks in excess of their production requirements. 

We recently asked the Aircraft Production Resources Agency in the 
Air Force, and the Bureau of Aeronautics, and one or two other 
Government military agencies, to request that their suppliers cut 
back their third quarter allotment, and also reduce their allotment 
advances for the fourth quarter. I have copies of telegrams sent by 
those services, which I will be glad to submit to you. The result of 
that has not been evidenced yet in any major cancellations. 

Mr. Burton. Well, we have some very important legislation coming 
before the floor, and we should be there. Therefore, if you have one 
or two important questions, Mr. Dalmas, you may go ahead. 

Mr. Damas. I will ask this one question, and then we will have to 
have Mr. Bell back at a later time, Mr. Chairman. 

Mr. Burton. We will arrange a date with vou later, if that suits 
you, Mr. Bell. 

Mr. Bevui. At your pleasure, sir. 

Mr. Burton. And I thank you now for your testimony. We will 
have just this one question. 
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Mr. Datos. I just want to get this one question in, following th 
one just before: You say your civilian production is 40 to 45 percent 
less. Isn’t it part of that percentage—or rather, isn’t part of tha‘ 
percentage due to the fact that you do not have an equitable distrib 
tion at this moment? 

Mr. Bex. Well, I would not agree with that, no, sir. 

Mr. Damas. If these people are stockpiling 3, 4, 5, 6 and 7 months 
ahead? 

Mr. Bey. Well, to that extent, yes. I was rather confining you 
comment as to what our efforts were to distribute the thing now. 

Mr. Davmas. Iam not talking about your method, but I am talking 
about the fact that they have these private stockpiles. 

Mr. Beit. Any imordinate private stockpiling, or excess sto 
inevitably has its effect upon the availability for civilian use. 

Mr. Daumas. That is all I will ask now, Mr. Chairman, and if we 
cannot get Mr. Bell back at some time convenient to the committe: 
may we submit a list of questions for him to answer for the record? 

Mr. Burton. That would be entirely in order. You may continue 
on here and arrange with Mr. Bell for such questions to be answered as 
you wish, whatever your pleasure is. That may probably be worke: 
out to your mutual satisfaction, and it would serve to save your time. 
The only problem is that the members of the House have to be on the 
floor at this time. 

Mr. Beuu. Before we stop, I would like to ask you if I may file a 
statement with you at a later date, due to the fact that I did not have 
sufficient time to prepare one now. 

Mr. Burton. Yes, that may be done. 

The meeting is now adjourned until 9 o’clock tomorrow morning. 

Mr. Dautmas. The Defense Minerals Administration will be here 
at that time, Mr. Chairman. 

Mr. Burton. Very good, sir. 

(Whereupon, at 10:30 a. m., a recess was taken until 9 a. m. 
Saturday, August 18, 1951.) 

(Following supplemental statement was submitted on August 31, 
1951:) 






STATEMENT OF Nice. H. Bett, Former Director, ALUMINUM AND MAGNESIU™ 
Division, NATIONAL PropuctTion AUTHORITY 


This statement is submitted supplementing my oral testimony on August 17 
before the committee, because as was earlier stated there was insufficient time | 
make the necessary preparations prior to my appearance. 

At that time, the committee requested that I submit a schedule showing t! 
anticipated production of primary aluminum and accordingly hereto is attached 
& summary entitled, ‘‘Aluminum—Schedule for Supply Forecast,’’ which is t 
latest information we have from the Defense Minerals Administration, Depart 
ment of Interior, which is the responsible agency for such information. T) 
shows the yearly anticipated production, giving the names of the plants a 
operators thereof for the years 1950 to 1955, inclusive. Since this was receiv, 
under date of June 25, 1951, we understand there has been a modification of t 
Harvey project in Montana, the maximum production of which has been redu 
to 54,000 tons per annum, instead of the earlier estimate of 72,000 tons, and that 
also Alcoa has later received certification for a plant to be erected in Mila: 
County, Tex., for an additional 85,000 tons per annum. The effect thereof » 
be to revise the present expansion program to 599,000 tons instead of the 532,000 
shown on the schedule. [Summary attached to statement was marked “Con- 
fidential.’’] 

With regard to the testimony that was presented before the committee 
Little Rock, Ark., to the effect that one of the primary producers had been con 
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pletely scheduled by directive action by the NPA, I believe this can be mainly 
attributed to the strike that occurred in the Reynolds Metals Co. plant during 
\lay of this year. ‘This necessarily occasioned dislocation of their schedules and 
in order to correct this situation directives were issued which in one product, rod 
and bar, substantially covered their entire schedule for this product during the 
third quarter. In general, no directive action is taken by this Division except 
pon the request of the interested claimant agency which alleviates an emergency 
in the defense effort or one of its supporting activities. 

Direct military requirements are thoroughly screened by the Munitions Board 
and by this Division before directives are issued, but in the particular incident 
of red and bar, I would like to point out a substantial quantity of material was 
directed for new aluminum reduction plants in connection with the expansion 
program. Under the controlled-materials plan, directive action, in my opinion, 
vill be at &@ minimum and, in fact, every attempt has been made to refrain from 
issuing directives to be effective the fourth quarter. The reason for this, of 
course, is that under the controlled-materials plan it should be possible to schedule 
all requirements on the premise of allotments which are made within the bound- 
aries of supply. 

There has been considerable discussion, printed and otherwise, in regard to the 
accumulation of the national stockpile and aircraft inventories. As far as the 
former is concerned, this has been a subject of constant scrutiny in line with the 
stringency of aluminum and its effect upon industry and the current program for 
this year is confined to contractual obligations of the Government in connection 
with high power cost and reactivated facilities. In my opinion, this program is 
fully justified and cannot reasonably be the source of criticism. 

As far back as December 1950, the Aluminum and Magnesium Division of NPA 
began efforts to obtain inventory information with regard to the accumulation of 
stocks in the principal airframe and engine companies. At the present time, the 
aircraft program is using more than 50 percent of all aluminum required for the 
defense program. In March of this year, we obtained more or less specific infor- 
mation as to the aircraft industry’s inventory position from Form NPAF-1, filed 
with the Bureau of the Census, which at that time was the only official informa- 
tion available. On April 10, 1951, the NPA conducted a survey of 14 aircraft 
companies, and on June 12 we received information indicating excessive inventory 
with some companies amounting to approximately 10,000,000 pounds of alu- 
minum, This we were advised represented 10 to 15 days’ excessive supply. As 
a result of this, a further survey was requested on 10 additional aircraft com- 
panies and preliminary reports indicate more or less an identical pattern to the 
earlier investigation. 

The 24 companies surveyed included all of the principal airframe and engine 
manufacturers. 

To some extent the excessive inventories were possibly created by contract 
terminations, engineering changes, and rescheduling of airframe and engine deliv- 
eries by the military procuring agencies as well as the uncertainty of raw materials 
deliveries in the initial stages of the defense program. 

In an attempt to rectify the implication of the surveys, the Aluminum and 
Magnesium Division sought the assistance of the Procurement and Industrial 
Planning Division, United States Air Force, and the Navy Bureau of Aeronautics. 
\s a result, these agencies wrote to the principal companies in the program, 
apprising them of inventory regulations and pointing out the importance of 
compliance with these regulations. 

The aircraft industry has expressed through individual letters and through the 
\ireraft Industry Association its willingness to cooperate fully with Govern- 
ment inventory regulations. 

Many manufacturers have instituted new or improved internal inventory 
control and raw material purchasing systems since our initial investigation. 

In some instances, manufacturers have requested certain deviations where in 
their opinion strict compliance would jeopardize production schedules of military 
aircraft. These requiests are now under study by the Aluminum and Magnesium 
Division. 

Copies of letters referred to above will be made available to the committee upon 
request. 

Under the controlled-materials plan and with the cooperation of the aircraft 
ndustry and cognizant Government agencies, it is not expected that inordinate 
nventories will exist in the future. 

In my oral testimony I referred to independent fabricators, who in the main are 
small companies prepared to engage in the production of certain mill products for 
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the defense effort. It is the responsibility of this Division to make certain that 
adequate primary material is available for their operation. Due to the limitatio 
of metals supply, it has not been possible to keep them in full operation any mor 
than it has been to keep the major integrated facilities of the primary producers a 
a satisfactory operating level. Our policy, however, has been to endeavor to kee; 
them at a 5 to 10 percent higher level of operation than the primary producers be- 
cause of the character of their business and that in general they only have on 
avenue of profit. We have met frequently with representatives of this group i 
free discussion of all related problems and while, as I have indicated, there may b 
instances of discontent, they have preponderantly agreed that our approach to th: 
problem has been most fair and that they are getting an equitable portion of avail- 
able supply. 

I believe this responds to the particular points of interest to the committee, but 
of course, we are prepared to supply any additional information if it is desired. 





PROBLEMS OF SMALL BUSINESS UNDER THE 
CONTROLLED MATERIALS PLAN 


SATURDAY, AUGUST 18, 1951 


Houser or REPRESENTATIVES, 
SUBCOMMITTEE NO. 3 OF THE SELECT COMMITTEE 
To Conpucr A Strupy AND INVESTIGATION 
OF THE PROBLEMS OF SMALL BusINEss, 
Washington, i Bs 
The subcommittee met, pursuant to adjournment, at 9 a. m., in 
Room 1301, New House Office Building, Washington, D. C., Hon. 
Clinton D. McKinnon, presiding. 
Present: Representative McKinnon (presiding). 
Also present: Victor P. Dalmas, executive director, Arthur F. 
Lucas, Duncan Clark, and Jeremiah T. Riley, of the staff. 
Mr. McKinnon. We will call this meeting to order and get under 
way. 
If you gentlemen will come forward and take your seats here, all 
three of you, if you please, and identify yourselves for the record, we 
would appreciate it. 


STATEMENTS OF W. C. SCHROEDER, ACTING ADMINISTRATOR, 
DEFENSE MINERALS ADMINISTRATION, DEPARTMENT OF THE 
INTERIOR; P. W. McGANN, CHIEF ECONOMIST, DEFENSE MIN- 
ERALS ADMINISTRATION; THOMAS LYON, DIRECTOR, SUPPLY 
DIVISION, DEFENSE MINERALS ADMINISTRATION ; AND HAROLD 
MONTAG, DIRECTOR, REQUIREMENTS DIVISION, DEFENSE MIN- 
ERALS ADMINISTRATION 


Dr. Scuroeper. I am Dr. W. C. Schroeder, Acting Administrator, 
Defense Minerals Administration. 

Mr. Lyon. My name is Tom Lyon, and I am Director of the Supply 
Division, Defense Minerals Administration. 

Mr. McGann. I am P. W. MeGann, chief economist, Defense 
Minerals Administration. 

Mr. McKinnon. Thank you, gentlemen. 

Do you have a prepared statement to make at this time? 

Dr. Scuroeper. Yes, I do have a short prepared statement. 

This has been directed primarily toward the activities of the Defense 
Minerals Administration, which are of particular interest in connection 
with small business. 

I think, however, it will bring out to a considerable extent some of 
the major features of the activities of the Defense Minerals Adminis- 
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Perhaps the first essential job is to keep the present mining and 
smelting and refining operations going at top speed, without interrup- 
tion, and in this metals picture, of course, we have many sma!| 
operators. 

We have tried to make it as simple as possible for them to get their 
requirements and supplies for maintenance, repairs, and operation: 
We have tried to make that as simple as we possibly could. Therefore 
we have divided these people into two categories, those requiriny 
MRO above $10,000 per quarter, and those requiring MRO below 
$10,000 per quarter. 

Mr. McKinnon. What do you mean by “MRO’’? 

Dr. ScuroeperR. Maintenance, repairs, and operations. 

Mr. McKinnon. Thank you. 

Dr. Scuroeper. That is, their purchases of those items during any 
one quarter. 

The ones below $10,000 have a relatively simple job on their hand 
They simply give us their name and the type of material they produc: 
and we issue them quarterly allotments without much more red tape 
than that. 

As to the ones above $10,000, they can aswer seven or eight questions 
concerning their operations, or file a specific form which we have avail- 
able, and I will be glad to leave you copies of those forms if you woul: 
like to have them, which gives us a little more detail about thei 
operations. 

Then we issue their priorities on a quarterly basis for amounts 
greater than $10,000. 

Either type of mine, if it wants to, can come in for a serial number 
by either answering a few questions, or a relatively few questions, or 
filling out a form. 

The serial number has some advantages, in that it takes care not 
only of their maintenance operations and repairs, and their requests fo: 
supplies for this purpose, but also if they come in for any sort of special 
equipment, such as a tractor, shovel, or ahything like that, they tell 
us what they want, they give us their serial number, and we check to 
see if it is part of their logical needs, and then we can issue the priorit) 
for that. 

This whole thing has seemed to work out very well. We have no 
complaints from the mining operators concerning the way this scheme 
works, nor have we had any abuses of it, so far as we know, up to dat: 

We think that by dividing these mines between the $10,000 above 
and the $10,000 below class, that we have eliminated about half o! 
the paper work in the Government, and about an equal amount o! 
paper work for the operator himself. 

| think that in the main covers the normal operations of the mining 
industry. It has gone quite smoothly. We can handle our requests 
from the mine back to the mine within a period of about from 10 to 
12 days. That is, if they mail us a letter on a given date, we can have 
the reply back to them in about 10 days, in a normal case. 

Now, I would like to talk for just a moment about our exploration 
work, and here we bear directly on the small operator. A lot of this 
exploration work is in the hands of individuals, or partnerships, 0! 
very small miners, who want to establish more reserves of orie type 0! 
another and, subsequently, to open up mining operations on them 
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The Government, of course, in many mineral fields, is anxious to 
increase reserves and to get increased production. We tried to set 
this up again with a maximum of simplicity. Most of the work is 
handled in the field offices, and in many cases these people can go 
directly to the field offices and get assistance in filling out the forms. 

Mr. McKinnon. Are those field offices the Bureau of Mines’ offices? 

Dr. Scuroeper. Those are the field offices of the Bureau of Mines, 
that is correct. 

The field offices make a brief but thorough investigation of the 
prospects that this man may have for establishing a new reserve of 
minerals. If it looks to us as if it is favorable, we ask him, or he re- 
quests that a form be supplied for this exploration loan, and that loan 
is considered in the field office. We receive their recommendations, 
and then it is considered in Washington, and if it looks favorable, if 
there are possibilities, a loan is granted. 

The Government may loan from 50 percent to 90 percent of the 
estimated money required for this exploration work. The operator, 
the miner or prospector, in turn, puts up the other 40 percent or 10 
percent, as the case may be. 

He starts his operations, his drilling, his exploration work, and he 
pays for the work going on for the first month, and then files a state- 
ment of his expenditures. 

Now, those expenditures include not only the labor he hires, and the 
materials he buys, but also he can pay for the rental of his equipment, 
or he can pay for his own labor or the labor of his partners. Then he 
files that statement, and it is examined by the field office and checked 
thoroughly, and then he is paid directly by the field office, so that he 
can have his first payment on this contract in about 2 months. 

Now, the Government loan is made on very broad terms. In the 
first place, there are no interest charges on the loan, and repayment of 
the loan is only necessary in case a successful operation, or successful 
mining operation results from this exploration work, and then he has 
to pay back that loan on the basis of a successful operation at the rate 
of 5 percent of his net smelter returns. 

The Defense Minerals Administration first obtain money for this 
exploration contract, they got $5,000,000 on June 1 of this year. Up 
to the present date we have obligated practically all of that $5,000,000 
having committed $4,227,481 already. In fact, I think we will run out 
of money about this week or next week. There is another $5,000,000 
that will be made available to us. 

Now, I have a tabulation here, in which we have divided the explora- 
tion contracts into those which go to small operators, medium-sized 
companies, and major companies. 

The small operators are individuals, partnerships, and very small 
corporations. 

The medium-sized operations are corporations which do not have 
smelters or refineries of their own, but are dependent on major com- 
panies’ smelters and refineries to process their ores and concentrates 
into metals. 

The major operators are those corporations which own their own 
smelters and refineries. 

To the small operators we have issued 84 exploration contracts. 
The total cost has been $2,334,113. That includes both for Govern- 
ment money and money that will be put up by the private contracts. 











232 SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 


The medium operators have 25 exploration contracts, with a tota!| 
cost of $3,623,488. 

The major operators have six contracts, with a total cost of $1, 
390,930. 

The total contracts issued are 115 in number, and the total costs 
are $7,348,531. 

Mr. McKinnon. Now, you said you had already committed about 
$4,000,000. That is a $7,000,000 program, which indicates, therefore, 
that $3,000,000 plus is being supplied by the private individuals or 
the firms, and the Government is supplying the $4,000,000 on a ratio 
of about 4 to 3 of Government money. 

Dr. Scuroeper. On the average, the Government money on an) 
exploration runs from 50 to 90 percent. In this case it would indicate 
that these people were supplying roughly 40 percent of the money. 

Now, the small operators have secured 73.04 percent of the con- 
tracts, at 31.76 percent of the total cost. 

The medium operators have secured 21.74 percent of the contracts, 
at a total cost of 49.31 percent. 

The major operators have received 5.22 percent of the contracts, 
at a total cost of 18.93 percent. 

Mr. McKinnon. Now, does that proportion of 28 percent of private 
money apply throughout the three different categories, or do you 
find that the bigger companies are putting in more of their share of 
money, or the smaller man is putting in more of his share of money? 
How does that work out? 

Dr. Scuroeper. I do not have the figures with me. We can giv 
them to you. 

The information was furnished for the record.) 


Summary of exploration contracts by size of operator 


MeKinnon. It does not run uniform? 
r. Scuroever. No, it dep nds on the minerals tnvolved. Ther 
ecilic stated percentages. Mica is 90 percent, 
\MicKkinnon. The Government’s cooperation is not according 
size of the individual, but according to the type of metal you 
are prospecting for? 
Dr. Scurorper. That is right. It is according to what we consicd 


the necessity for establishing new reserves and new operations 
that field. 

Mr. McKinnon. I see. 

Dir. Scuroever. In other words, our need for the material. 

Mr. McKinnon. I see. Proceed. 
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Dr. Scurorper. Mr. Lyon says that most of the large contracts 
are for copper, lead, and zinc, which are 50 percent Government 
participation. 

Mr. McKinnon. Copper, lead, and zine bear 50 percent? 

Dr. Scurorver. Yes. The total number of States represented 
equal 21, and they are: Washington, Colorado, Nevada, Utah, 
Montana, California, Arizona, Wyoming, Idaho, Arkansas, Texas, 
Missouri, South Dakota, Wisconsin, Ulinois, New Mexico, North 
Carolina, Tennessee, Vermont, Michigan, and Alaska. 

The total number of minerals included are 18, being lead, zine, 
copper, tungsten, manganese, antimony, asbestos, sulfur, cobalt, 
nickel, tin, columbium, tantalum, uraaium, mercury, mica, fluorspar, 
and beryl. 

Mr. McKinnon. Is titanium on that list? 

Mr. Lyon. No, sir; there is ple nty of titanium ore. 

Mr. McKixnon. There is plenty? 

Mr. Lyon. Yes. 

Mr. McKinnon. But I understand that you are having trouble 
with titanium, so far as the smelting goes, is that true? 

Mr. Lyon. That is correct. 

Mr. McKinnon. Now, if this operation is only a prospecting 
operation, and not a smelting operation 

Dr. Scuroeper. It is an exploration operation; yes. 

Mr. McKinnon. Well, now, | have been told by some of the miners 
out West that there is not much chance of being very successful in 
developing metals until some program is established to aid in the 
smelting operations, that the smelters seem to be one of the bottle- 
necks. Do we have any program under way for expanding smelter 
capacity? 

Dr. Scxroever. Well, yes, we do, in a number of fieids, but as you 
know, that has to depe1 a on people coming in and requesting assist- 
ance in expansion of that type, that is, assistance for loans or 
purchase contracts or things of that character. 

Mr. McKinnon. Suppose you have a small or comparatively small 
miner who feels pretty confident that he has supplies of one kind or 
another of strategic minerals, but he cannot develop that mine, not 
because he does not have the ore there, but because there is no place 
to ship that ore? 

Dr. Scoroeper. Yes. 

Mr. McKinnon. I understand that is the case throughout the 
Rocky Mountain States, and for that matter all over the West. Have 
you run across that complaint? 

Dr. Scuroeper. Yes; we have. 

Mr. McKinnon. What are you doing about it? 

Dr. Scuroeper. Well, we are trying, so far as we can, to encourage 
people to come in and establish facilities for handling those various 
ores. 

Mr. McKinnon. That would be private capital? 

Dr. ScHroeper. That would be private capital, and, of course, we 
can assist considerably in that by loaning them substantial amounts 
of money under the Defense Production Act, and we can also assist 
by a purchase contract which has to be ne gotiated ultimately by the 
General Services Administration, or this new DMPA organization, to 
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buy the product from this new smelter or refinery at a satisfactor: 
price. 

Mr. McKinnon. For how long a period of time? 

Dr. Scuroeper. They can enter into contracts which run up to th: 
period of 1962 now. 

That entirely depends upon the negotiations for the individual oper 
ation involved. We feel that that program will be very helpful to th: 
small operator, as well as to the larger ones. 

Mr. McKinnon. Have any outfits taken up their offer, or are an) 
smelters being developed under that program? 

Dr. Scuroeper. Yes. We have smelters and treating mills of vari- 
ous types that have come in for applications under that program. 

Mr. McKinnon. Where are they being located? 

Dr. Scnroreper. Well, that depends again on the particular mate 
rial involved. They are being located all over the country, all the wa) 
from California to the east coast, really. I would like to say in addi 
tion to that that we have attempted to encourage the operators who 
are now in business to expand their operations just as rapidly as 
possible, and to take in ores from some of these small miners. 

Mr. McKinnon. Does that expansion program mean a larger 
smelter at the same point, or does it mean a decentralization of th: 
smelter operations? 

Dr. Scuroeper. It may mean either one. It may mean, with 
respect to the present smelter or present refining facilities, and it may 
mean, for example, the removal of bottlenecks by adding certain pieces 
of equipment which have controlled the production of the refinery up 
to date, so there will be therefore a relatively small expenditure of 
materials and you get an increased output. 

It may mean a totally new addition of equipment of one type or 
another, so that you expand your capacity at a given location wher 
they are already operating, or it may mean the selection of an entirely 
new location to expand their operation. 

Mr. McKinnon. How much expansion have you had in coppe1 
for instance? 

Dr. Scuroeper. Well, I think our problem in copper really is on 
of getting suitable reserves of raw material, with a high enough copper 
content. We have quite a sizable capacity of copper-refining facili- 
ties in this country now. So we are putting the effort on increasing 
the mining output of suitable ores, really, in that field. 

Mr. McKinnon. Under this program of developing refining opera- 
tions, how much progress have you made since you put this Eeadeia! 
cooperation into effect? 

Dr. Scuroeper. Do you mean specifically in copper, or do you 
want all of them? 

Mr. McKinnon. Any of the scarce materials. 

Dr. Scurorper. I have that next on my item here. A lot of that 
comes under the terms of the purchase contracts. People have come 
in in copper, lead, and zinc, and a wide variety of metals, and alu- 
minum, for example, for purchase contracts. 

The Government is to guarantee to purchase a certain amount of 
material for a certain period of years at a certain stipulated price or 
prices. In other words, to write a sort of floor to their operations, 
and we have received, up to date, 63 applications of that type, 30 
having gone from Defense Minerals Administration to the DPA 
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Half of those have gone out. Out of that half about 24 have been 
to small business concerns, and in that case we considered small 
business concerns those with $1,000,000 or less capital, book-value 
capital. This $1,000,000 or less is generally a bigger outfit than we 
consider in exploration. Those are really small contracts in the 
main, but still it is a small business. 

So far, up to date, however, throughout the whole Government, as 
you understand, this has to go to DPA, and finally to GSA, before 
this contract is completed, and only six of those contracts have been 
completed. But I think with the organization of this new DMPA, 
that this thing is going to speed up quite considerably from now on. 

Mr. McKinnon. Now, as to those that have gone to DPA, have 
any of them been turned down? 

Dr. Scuroeper. Paul, can you answer that? 

Mr. McGann. Generally, when they reject a contract, it comes 
back for a revision of terms or, in one or two cases, a change from a 
contract to aloan. There have been, I think, three of those changes 
and modifications at DPA. 

Over in GSA there have been on the order of a half-dozen sub- 
stantive changes of DMA recommendations. Most of them have 
been for the provision of financial assistance, changing a contract 
into aloan. I believe there have been four of those, and there have 
been two others where GSA has also itself initiated the financial 
assistance by means of a loan guaranty under section 301 of the act, 
of the Defense Production Act, Public Law 774. 

Mr. McKinnon. That is a guaranty of the purchase of their 
product? 

Mr. McGann. No, section 301, loan guaranty, is a guaranty of a 
bank loan for a short period of time, less than a year. 

They also have initiated the advance in another contract which 
was designed to cover the complete cost of the plant. 

So GSA has the opportunity to develop our recommendations along 
those lines of affording additional Government financial assistance, 
if they feel it is necessary for a satisfactory completion of the negotia- 
tions of the contract. They have a great deal of latitude, as you see, 
in negotiating. 

Mr. McKinnon. I am interested in knowing how fast this set-up 
works. You have had 60 applications that have come in during the 
past 12 months; is that correct? 

Mr. McGann. Well, it isless than that. The average time between 
the receipt of a completed application and the recommendation by 
DMA is about 4% months. 

Mr. Damas. Off the record. 

Mr. McKinnon. Off the record. 

(Discussion off the record.) 

Mr. McKunwon. On the record. 

Now, you were saying that it took about 44% months to process an 
application. 

Mr. McGann. Yes, sir; in DMA. 

Mr. McKinnon. Then I judge that a lot of these applications, 
these 60 applications, are recent applications. 

Dr. Scoroeper. That is correct. They have been comiag in much 
more rapidly recently than they did at the beginning of the program. 
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You understand that 4% months is just to get the application out*of 
the DMA. Then it has to go to the DPA and to the GSA. 

Mr. McKinnon. How long do these applications linger in DPA 
after you forward them on with your recommendations? 

Mr. Scnrorper. They don’t linger so very long in DPA, but 
there is quite a bit of negotiation that goes on between GSA and the 
actual operator, because they have to try to reach terms, and I think 
that that has been probably the point of greatest delay up to dat 
and that, of course, is the thing that DMPA, this new agency that is 
being set up under Jess Larson, is supposed to straighten out. 

Mr. Mckinnon. Mr. Dalmas has just pointed out that only 6 out 
of the 60 have been completed. 

Dr. ScuroeperR. That is correct. 

Mr. McKinnon. I am just wondering, were these 6 made som 
months ago, and the other 54 that are pending, are they recent appli- 
cations, or what is the situation? 

Dr. Scuroepver. Well, the first ones, some of the earlier ones com- 
pleted, of course, were for the aluminum contracts. I guess three of 
the ones that were completed were for aluminum. 

Mr. McGann. The last one was only completed about a week or 
so ago. 

Mr. McKinnon. What are those six, may I ask? 

Mr. McGann. That is Climax Molybdenum and Molybdenum 
Corp. of America. Those two were completed within the last month 
Mr. McKinnon. And you say you have three from aluminum? 

Mr. McGann. There are three aluminum contracts that have been 
signed. Kaiser was the first one. 

Mr. McKinnon. That was down in Louisiana? 

Mr. McGann. Yes, sir; and that was several months ago. 

Alcoa was next. Asa matterof fact, it was only about 3 months ago 

And Reynolds was signed within the last 2 or 3 weeks, although 
letters of intent to complete contracts had been signed over 6 months 
ago on all of them, and that obligated the DPA budget. 

Mr. McKinnon. Now, can you be more specific? You say that 
three aluminum companies have been certified. 

Mr. McGann. Yes, sir. 

Mr. McKinnon. You say that Kaiser is one and you have two 
others. 

Mr. McGann. Kaiser, Alcoa, and Reynolds, those three. 

Mr. McKinnon. Where will their plants be built, the other two? 

Mr. McGann. Alcoa will build two plants. One will be in Wenat- 
chee, Wash., and the other will be next to their existing new plant at 
Point Comfort, Tex. 

Mr. McKinnon. And the Reynolds plant? 

Mr. McGann. Reynolds will also, I believe, divide their expansion 
in two plants; is that right, Mr. Lyon? 

Mr. Lyon. That is correct. 

Mr. McGann. At Hurricane Creek and at Jones Mill. Are thos 
the places? 

Dr. Scuroeper. In what State? 

Mr. McGann. In Arkansas. f 

Mr. McKinnon. Do you have applications from Harvey and 
Apex? 

Dr. ScuroevEer. Yes; we have applications from Harvey and from 
Apex. 
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Mr. McKinnon. What has happed to those? 

Dr. Scuroreper. The Harvey application, as I understand it, is 
now in the hands of the GSA; is that correct, Mr. McGann? 

Mr. McGann. Yes; and they have a loan recommendation from 
the Department of the Interior that went over to DPA within the 
last 10 days. It took some time to arrange the exact financial terms 
of the loan that DPA would recommend, and they have been nego- 
tiating with Harvey on those terms for at least 4 months. 

Mr. McKinnon. Do you believe that the Harvey program will go 
into effect? Does it look as though it will? 

Mr. McGann. Yes, sir; it looks as if the Harvey expansion will now 
go ahead with the assistance of this loan. 

Mr. McKinnon. What about Apex? 

Mr. McGann. I don’tebelieve— 

Dr. ScuroEDER. We understand—and I would like to have this off 
the record. 

Mr. McKinnon. Off the record. 

(Discussion off the record.) 

Mr. McKinnon. Back on the record. 

So you have got three aluminum plants pretty well under way? 

Dr. Scuroeper. Yes, sir. 

Mr. McKinnon. The main thing we will add in 1952 is the Reynolds 
expansion? 

Mr. McGann. Yes; and there will be the reactivation of stand-by 
plants which will add about 80,000 tons. 

Mr. McKinnon. In other words, you expect to pick up 80,000 tons 
in 1952 over 1951? 

Mr. McGann. As a minimum. 

Dr. Scuroeper. Yes; as a minimum. It will be more than that, I 
believe. 

Mr. McGann. It will be close to 100,000 tons. 

Dr. Scurogeper. Toward the end of 1953 we should pick up the 
rest of that 390,000. 

Mr. McGann. It will be another 100,000 by the end of 1953. It 
will begin there. 

Mr. Lyon. May I say a word about this? The building of the 
plant is one of the simple things that is necessary to the expansion 
of the aluminum industry. The mines that furnish the bauxite have 
got to be expanded. The subsidiary fluxes or materials necessary for 
the manufacture of aluminum have to be expanded. It is quite a 
problem. It just is not a question of building a plant to treat these 
things, but everything else must be expanded along with it. 

Mr. McKinnon. I appreciate that. Of course, it seems to me that 
your plant is your final product, pretty much. 

Mr. Lyon. We are trying to bring them all along together. 

Mr. McKinnon. Yes. As you expand your plant you are taking 
care of the supply. 

Mr. Lyon. Yes. 

Mr. McKinnon. You are taking care of your supply line right 
down the line. 

Mr. Lyon. But that must all be done. 

Mr. McKinnon. You are not simply O. K.’ing a plant expansion 
without also making provision for your raw materials. 

Mr. Lyon. Everything; yes, sir. 

87918—51—pt. 1-16 
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Mr. McKinnon. When you are talking about aluminum-capacity 
expansion, and you talk about 100,000 tons more in 1952 over 1951 
you have also taken care of your mines and raw materials? 

Dr. Scuroeper. That is right; all up and down the line. You 
have to have alkali, you have to have reserves of ore, you have to 
have power, or you have got to build a power plant, and all that has 
been considered in this program and provided for in the expansion. 

Mr. McKinnon. You have no bottlenecks along the line? 

Dr. Scuroeper. There are no bottlenecks; no. 

Mr. McKinnon. You have been able to balance the program 
between the mines, power plants, and so forth? 

Dr. Scuroreper. Yes. But from now on power is going to become, 
especially in the Pacific Northwest, a very serious consideration. 

Mr. McKinnon. Didn’t that have a lot 4o do with the delay on 
these matters? 

Dr. Scuroeper. That is correct; yes, sir. 

Mr. McKinnon. And that problem now has finally been deter- 
mined pretty largely; has it not? 

Dr. Scuroeper. Yes. We believe, from the expansion up there, 
that we are pretty near up to the limit in that area now. 

Mr. McKinnon. Didn’t Kaiser, as well as Alcoa and Reynolds, all 
have applications for the Northwest? 

Dr. Scnroeper. Yes. 

Mr. McKinnon. And didn’t the Secretary of the Interior hold that 
up for quite a while trying to get an independent company to go up 
there? 

Dr. Scuroeper. Yes. 

Mr. McKinnon. And then you finally had to give it up, because 
no industry could go up there and get immediate expansion? 

Mr. McGann. Harvey is in Kalispell, Mont. That is a Bureau of 
Reclamation power development. 

Mr. McKinnon. It is not the Columbia River development, but it 
is further over; is it not? 

Dr. Scurogper. That is right. 

Mr. McKinnon. Who finally got the OK to go into the Columbia 
Basin? 

Mr. McGann. I think Kaiser and Reynolds are going to expand 
there. 

Mr. McKinnon. It is my understanding that something was being 
done down in Louisiana, but that there was to be no expansion at all 
in the Columbia Basin. 

Mr. McGann. I would like to have this off the record. 

Mr. McKinnon. Off the record. 

(Discussion off the record.) 

Mr. McKinnon. Back on the record. 

Now, you have three plants that are certified to go ahead. 

Mr. McGann. Yes, sir. 

Mr. McKinnon. None of those three plants are in that area? 

Mr. McGann. No, sir. The Wenatchee, Wash., one is in the east- 
ern part of the State of Washington, and it is not in the Bonneville 
part of Columbia Basin down there. It is in the Grand Coulee area. 

Mr. Damas. Are they going to build another aluminum plant 
somewhere in the vicinity of the Hungry Horse project? 
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Mr. McGann. Yes, sir. The Harvey reduction plant will be there. 
The Harvey alumina plant will be over somewhere north of Seattle, it 
is expect 

Mr. Daumas. But that is only in the formative stage? There has 
not been anything done about that? 

Mr. McGann. No; none of the site clearance for actual construction 
has taken place as yet. 

Mr. Damas. Thank you. 

Mr. McKinnon. In these plant expansions, has bauxite or any 
other material been a bottleneck, or has it been primarily a matter of 
setting up your production lines? 

Dr. Scuroreper. Well, both, I think. The ore, good ore, is not 
plentiful in this country. We have got to see that adequate reserves 
are available for each plant. At the same time, the setting up of one 
of these plants is quite a major operation, of course. 

Mr. McKinnon. I appreciate that. You are not being held back 
by a lack of bauxite? 

Dr. Scuroeper. We are not being held back by a lack of bauxite. 

Mr. McKinnon. It is just a procedural difficulty. 

Dr. ScurorepEerR. Yes. Mr. Chairman, we did not bring over all 
the data on this aluminum, because we thought you were concerned 
primarily with small business. 

Mr. McKinnon. That is right, but, you see, small business is very 
definitely concerned with the expansion of the aluminum industry. 
We have had a lot of small businesses who have been forced to close 
down because they could not get aluminum. 

Dr. Scuroreper. Yes; I see the angle you are driving at. 

Mr. McKinnon. The thing that concerns us is that we have had 
so much talk for the last year and a half now about the expansion of 
aluminum, but we have not seen any results. 

Dr. Scurogeper. Will that give you the picture on that? There 
will be a considerable expansion. 

Mr. McKinnon. That is what we have been hearing for a long time, 
but we do not see the aluminum, and we do not even see the plants. 

Dr. ScorogepER. You understand, in an operation like the aluminum 
operation, when you get right down to it, it is not a small task. Even 
Harvey, which we say is small business, amounts to something over 
$40,000,000. So when you talk about building a plant that costs 
$40,000,000, you don’t spend $40,000,000 aaa erect the physical 
facilities for a plant of that size in a matter of 6 months or even a year. 
Your engineering for that job may require 8 or 9 months in itself, if 
you start from the grass roots on up, and behind that, of course, you 
have got to provide everything that goes with it, all of your bauxite, 
your ore carriers, and everything else. 

Mr. McKinnon. That is true, Doctor, but you have a pretty good 
sized organization, too, in this Defense Production Administration, 
and all of our war agencies. It is well and good to have reasons why 
it is difficult, but those reasons do not help the small-business man 
stay in business. He must have some product, he must have some 
raw material to work with, and there has been so much talk and 
countertalk about plant expansion and aluminum expansion. Now 
this, so far as I am concerned, is the first evidence we have had giving 
us definite assurance that there will be 100 ,000 tons more aluminum 
next year than this year. 
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Dr. Scuroreper. We are glad to give you that assurance, I can 
assure you. 

Mr. McKinnon. You have got 300,000 tons coming into bearing 
in the next 2 or 3 years. 

Mr. McGann. There will be that much more production, but it is 
not clear that that much more will be available to private industry 
because of the increase in military requirements and the stockpile 
take. 

Mr. McKinnon. Of course, those are separate problems. Unless 
we get production, we know darn well that there won’t be anything 
for anybody. If we get more production right away, first of al! 
naturally, we must satisfy the military needs, but after that there may 
be some left over for some of the smaller-business men to use in their 
regular operations. 

Naturally, the military is going to take the first bite, but if we ean 
get this output to become a little larger, there might be a few bites 
left over after the military is through. 

Dr. Scuroeper. At least it is a hope. 

Mr. Daumas. I would like to pomt out to the gentlemen that 
aluminum is a metal that has grown in use and acceptability within 
a very relatively short time. 

Now, you were questioning as to whether the Small Business Com- 
mittee is interested in it or not. We are imterested in about 17,000 
fabricators, and I think we have heard from all of them, withou! 
exception. I don’t think any of them missed us. 

Dr. Scuroeper. Mr. Chairman, I don’t doubt that a bit. We 
lodked at it in a different way. We were looking at the production 
end of it, and we said that Reynolds, Aleoa, and so forth, were no! 
small business. Harvey we classed as a small business, although 
Harvey is engaged in what looks like over a $40,000,000 enterprise, 
but I appreciate your viewpoint very much on this. 

Mr. McKinnon. Now, are you stopping more or less with the 
300,000 ton expansion, or are you proceeding to enlarge on that? 

Dr. Scuroeper. We have a second phase of expansion that Pau! 
McGann has already mentioned, which will add how much? 

Mr. McGann. 188,000 tons are planned in the second phase. 

Mr. McKinnon. In addition to the 300,000 tons? 

Mr. McGann. In addition to the 370,000 to 390,000 in this first 
phase, and also there will be that part of the first phase that was lef( 
unclaimed when Apex left the picture. So that the total second 
phase will run on the order of 230,000 tons annual capacity, as soon 
as it can be negotiated. 

Mr. McKinnon. How long will it take for that second phase to get 
into operation? 

Mr. McGann. Well, there bas already been a very close negotiation 
and plan with Alcoa, the one company capable of initiating the 
financing of a second-phase expanison now. The preliminary nego- 
tiations with Kaiser and Reynolds have been going on for nearly 2 
months, but there is no clear indication yet as to anything developing 
from those discussions. 

The Alcoa one has already been reported in the press as to involve a 
probable expansion of 85,000 tons in a Texas plant, that is a reduction 
plant that will be in Texas. 

Dr. Scnroeper. I would like to mention this off the record. 
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Mr. McKinnon. Off the record. 

(Discussion off the record.) 

Mr. McKinnon. On the record. 

Mr. Lyon. The difficulty in the last phase of expansion is the 
fact that power plants have to be built. There is no more available 
power. In Texas they will build a power plant to utilize lignite coal. 

Mr. McKinnon. Coal, did you say? 

Dr. Scuroeper. Yes; lignite coal. 

Mr. Lyon. The power is going to be the bottleneck from now on. 

Mr. McKinnon. Now, you say there are 370,000 tons in the first 
phase which you hope to have, and then you have another 230,000 in 
your second phase, which will take how long to get on the market? 

Mr. McGann. It will probably be coming in between 3 and 4 years 
from now, 1954 and 1955. We hope it will all be in in 1954, but the 
financing problems are giving us a little disappointment over the last 
2 or 3 months. 

Mr. McKinnon. So by 1954 or 1955 your total output should be 
somewhere around 1,000,000 tons. 

Mr. McGann. Yes. sir. Well. it will be over 1,000,000 tons. 

Mr. McKinnon. How much would you figure? 

Mr. McGann. Because the current output now is running above 
the 750,000-ton rate. So the total expansion 

Mr. McKinnon. It would be 1,300,000 would it not? 

Mr. McGann. Yes, sir. 

Mr. Datmas. Mr. McKinnon. 

Mr. McKinnon. Mr. Dalmas makes a suggestion—off the record. 

(Discussion off the record.) 

Mr. McKinnon. Well, now, do you have any further questions on 
aluminum, Mr. Dalmas? 

Mr. Datmas. Well, there are a great many questions with respect 
to that, Mr. Chairman, but I think we have a sufficiently good picture 
so that it looks as if we are going to have somewhere around 1,200,000 
or 1,300,000 tons when we get this program completed. 

Dr. Scuroeper. In 1955. 

Mr. Daumas. Yes. 

Dr. Scuroeper. In that year. It will be coming in between 1952 
and 1955; that is correct. 

Mr. Datmas. So in a sense we will be fairly well taken care of for 
the immediate future, at least, but I was wondering whether beyond 
that, that inasmuch as aluminum is one of the coming metals, both 
in civilian use and military use, whether there isn’t some thinking that 
goes on beyond that. 

Dr. ScHroeper. We have limited our forward looking today in our 
programs up to 1955. It may be, however, that in the near future 
we should begin to look ahead of that period. 

Mr. McGann. We have estimated that the annual average growth 
of the consumption of aluminum is about 6 percent per vear, and in 
1955 we do appear to have a surplus of aluminum capacity that would 
take several years to completely utilize. But in view of the greater, 
all-out military needs for aluminum, preliminary planning has gone 
ahead for further Government assistance beyond the second phase, 
but no negotiations have been made. 

It has still been in the discussion stage as to how far Government 
should go beyond this plan, and to that extent it has also been re- 
ported in public magazines and newspapers, too. 
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Mr. Damas. Well, in a partial mobilization we are tight on 
aluminum, steel, and several other products, and certainly somebod 
has to look forward to the day when we might be fully mobilized. |: 
seems to me that if aluminum is as short now under partial mobiliza- 
tion as it seems to be, that certainly under full mobilization we ought 
to be doing some pretty fast thinking about more and more plants 
all the time, wouldn’t you think so? 

Mr. Lyon. I would like to say that for many metals, in partia! 
mobilization, the demand is much greater, or the requirements ar. 
much greater than they are during full mobilization. 

Dr. ScuroepeEr. Well, that is a pretty broad statement. 

Mr. Datmas. That is because you cut off civilian use entirely. 

Mr. Lyon. You put 18 or 20 million men in the Army, and you 
just don’t have the people to work up these metals. On partial mobi- 
lization the requirements are much higher than they are on ful! 
mobilization. 

Mr. Damas. I see. 

Mr. McKinnon. Mr. Riley has a question, I believe. 

Mr. Rruey. Well, Mr. Chairman, I might say that the informa- 
tion that I have is to the very opposite from what the gentleman 
has said, namely, that under full mobilization plan—or rather, unde: 
our partial mobilization plan we are probably requiring only one 
third of what we would require under full mobilization. 

Dr. Scuroeper. Mr. Lyon’s statement must be considered wit! 
respect to the particular metal involved. 

Mr. Ritey. Speaking of aluminum. 

Dr. Scuroeper. Well, I said I thought it was too broad a state- 
ment for Mr. Lyon to say that every metal would be in that situation 
Tungsten is one, and things of that nature that you use in shells, 
and obviously the demand is high. For instance, if you were to cut 
off the automobile industry you would save a lot of steel. That is 
what happens when you get into full mobilization, of course. 

Mr. McKinnon. Well, while you are talking about mobilization 
what sort of cooperation do you get from Selective Service when i! 
comes to deferring a man in the mines? We have had quite a few 
complaints from the small miners saying that they have young me 
in the mines who are drafted, and that they cannot replace them. 

Dr. Scuroreper. Well, we have been doing a great deal to try to 
hold down this drafting of the men, drafting of the miners. 

Mr. McKinnon. Have you had any cooperation in that regard? 

Dr. Scuroeper. From some of the draft boards we have had co- 
operation. But you have got to get a man who is pretty valuable 
in the organization. If he is just an ordinary miner, the chances ai 
that you will lose him, in any event. 

Mr. Montag. Excuse me, but I might say that we have had prett; 
good cooperation. In 400 cases we have only had a turndown on 
3 or 4 cases. 

Mr. McKinnon. Out of 400 you only were turned down on 3 or 4 

Mr. Monraa. That is right. 

Mr. McKinnon. That is a pretty good percentage. 

Mr. Monrtaa. It is a good record, but whether it is getting com- 
plete coverage of all the small miners or not, we don’t know. To get 
the information clear down into the fingers of the Sierras is a time- 
consuming thing. But we had that same problem during the war, 
and we met it fairly well then. 
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We would welcome any information on those that have not been 
able to get deferments that we don’t know about, because we started 
early. We foresaw this trouble coming, and we started early. We 
had one of the first manpower sections in the Government, I think, 
and we had that same problem during the last war because, sure, 
with some of your muckers, you can pick up a man and train him in 
2 or 3 weeks, but when you have to train a man for a year or two, you 
just cannot replace him underground. 

So we would welcome anything that you might have on that, be- 
cause we think we have a good record on that. 

Mr. McKinnon. Well, fine. 

Now, let’s move on to copper for a few minutes. That, I guess, is 
about one of the most bleak outlooks that we have, is it not? 

Dr. Scuroeper. Yes; I think it is. 

Tom, I would like you to talk on the copper situation. 

Mr. Lyon. Well, the copper situation was bad in 1950. We used 
more copper in 1950 than had ever been used before, somewhere in 
the neighborhood of 1,850,000 tons, and that included the stockpile 
take, and during that year we used over 50,000 tons of stocks that 
had been accumulated in the past. 

Mr. McKinnon. You mean the whole amount? 

Mr. Lyon. Yes; the copper mines, as you know, most of them are 
very large enterprises, and you cannot start one and get it going, even 
a relatively small one, in less than 2 years, and from there on up to 5. 

We have recommended expansion in the copper industry that will 
account for about 120,000 domestic and 262,000 foreign tons per 
annum. The last part of it will start to come in in 1955. It won’t 
be entirely in until 1957. 

Mr. McKinnon. You say the first part will come in in 1955? 

Mr. Lyon. Sir? 

Mr. McKinnon. You say that the first part of the expansion will 
come in in 1955? 

Mr. Lyon. Not the first part of the expansion, that will come in in 
1953. 

Mr. McKinnon. How much additional tonnage will come in then? 

Mr. Lyon. Well, about 100,000 domestic and 142,000 foreign tons, 
I think. 

Mr. McKinnon. And in 1954, what is your estimate there? 

Mr. Lyon. It will then probably come up to about 120,000 domestic 
and 262,000 foreign tons total. 

Mr. McKinnon. Including the 25,000 tons? 

Mr. Lyon. Yes. 

Mr. McKinnon. So you would pick up about 105,000 or 110,000 
tons? 

Mr. Lyon. Yes. 

Mr. McKinnon. And in 1955 you expect to reach probably the 
full figure? 

Mr. Lyon. No; we won’t reach the full figure until 1957. 

Mr. McKinnon. And that figure was how much? 

Mr. Lyon. About 362,000 tons. 

Mr. McKinnon. Each year will show a proportionate gain until 
you reach the maximum? 

Mr. Lyon. Yes. Now, another difficulty with copper is the fact 
that during the period when World War II ended we had a terrific 
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expansion in this country of business, and it made it necessary for 
the United States to go out and buy on the foreign markets every 
pound of copper, lead, and zine that we could possibly pick up, and 
in doing so they usurped the supplies of the European nations, who 
were then broke and could not buy any. 

The situation now is that there is a mad scramble by the Europeans 
and ourselves for the foreign market. Our imports have fallen off 
200,000 tons a year in copper. We simply cannot hope to get all of 
the copper that we had during the year of 1950, because these other 
nations need it, and if we are going to keep them on a sound economy, 
they must have it, so that our copper supply is going to be very short 
for some years to come. 

Mr. McKinnon. What was your usage in 1950? 

Mr. Lyon. Sir? 

Mr. McKinnon. What was your copper usage in 1950? 

Mr. Lyon. Well, including everything, 1,850,000 tons. That 
included about 450,000 tons of scrap, which is always in the market, 
and about 1,000,000 tons of domestic copper, and the balance was 
imported. 

Mr. McKinnon. About a million domestic, and that means around 
350,000 tons of imports, and you say that we have lost about 200,000 
tons of that? 

Mr. Lyon. Well, let me check. I am sorry, gentlemen, but we 
did not know that this discussion was going to take place, or we would 
have had the information here. 

The figures were approximately 907,000 domestic, 474,000 tons 
scrap, and 690,000 tons imported. 

Mr. McKinnon. I did not hear you. 

Mr. Lyon. Six hundred ninety thousand tons imported approxi- 
mately. 

Mr. McKinnon. And how much domestic? 

Mr. Lyon. Nine hundred thousand tons. 

Mr. McKinnon. And the rest was scrap? 

Ir. Lyon. Yes. Now, we are getting our imports at the rate of 
about 500,000 tons per year. 

Mr. McKinnon. In this mad scramble for the limited amount of 
foreign copper we have seen the result of the various North Atlantic 
nations bidding up the price for the same purpose we are bidding i 
up. Has any sort of central procurement agency among these North 
Atlantic countries been set up so as to prohibit a runaway price? 

Mir. Lyon. They are now having conferences, international con 
ferences, on the possible allocation of metals, which we hope will b: 
successful. That is the only way we can stop this price spiral. They 
have paid as much as 50 cents a pound in cases for copper. 

Take anybody that makes some little apparatus that only requires 
a very small amount of copper, so that the end product is not affected 
very much by what they pay for copper, why, they don’t care what 
they pay for it. 

Mr. McKinnon. But it certainly has an effect on the price. 

Mr. Lyon. Yes, it does have an effect on the price, but it does not 
have any effect on their end product, and those are the people who are 
bidding it all up. é 

Mr. McKinnon. What rules are being made on the expansion? 
Are our copper reserves matching our depletion of those reserves, 
those known ore reserves? 
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Mr. Lyon. Well, we are naturally depleting them at the rate of 
about from 900,000 tons to 1,000,000 tons a year. 

Mr. McKinnon. Of ore? 

Mr. Lyon. Of copper metal. 

Mr. McKinnon. The ore would be much larger than that. 

Mr. Lyon. Some of the ore only runs eight-tenths of 1 percent. 

Mr. McKinnon. Is your development program discovering addi- 
tional reserves in relation to the metal that we are taking out of the 
earth? 

Mr. Lyon. Well, the principal trouble is this, that during the last 
war, the mining industry was going at top speed, and labor was short. 
In order to produce the required amount of metals, naturally the 
development work suffered and the exploration, too. It has never 
caught up again, and therefore the mines are not in as good shape 
now, and never have been, as they were at the beginning of World 
War II. 

Mr. McKinnon. Now, by “good shape,’’ do you mean operational 
shape? 

Mr. Lyon. I mean in the matter of reserves. 

Mr. McKinnon. Now, we heard two conflicting statements here 
yesterday. One stated that the reserves were being developed, and 
the other said that the only known copper resources that we had was 
around Butte, Mont., that extended through any period of time, and 
that all of the open-pit operations were going to be exhausted within 
a relatively short time. 

What is your viewpoint on that? 

Mr. Lyon. The open-pit operations will be exhausted in a relatively 
short time. 

Mr. McKinnon. You have not been able to locate any future 
reserves to offset that? 

Mr. Lyon. The expansion programs that we have in mind will 
replace, to a certain extent, some of these mines that are going to go 
out of the picture. There is a mine that was opened up and devel- 
oped in the last war in Arizona, called the Castle Dome. In 2 years 
that ore will all be gone. 

But they are opening up another property called Copper City, a 
short distance away, that will take the place of that. That takes care 
of about 25,000 tons of copper a year. 

There is a property in Nevada called—well, it is located near 
Yerington, Nev., and it is owned by the Anaconda Co., that will be 
opened up, and it will take from 18 months to 2 years in order to get 
it into operation. It will produce a considerable amount of copper 
in & year. 

Then the Phetps Dodge people have a property in Arizona called 
the Bisbee east ore body that is one of our projects, and that will 
produce around 35,000 to 40,000 tons of copper a year. 

The American Smelting & Refining Co. bave a property down there 
called the Silver Bell, which will be opened up. It will take from 2% 
or around 2% years to get these two properties started. 

There is a property in Michigan that has to start from the grass 
roots, that we are now trying to arrange to finance, that will come in. 

There is the famous San Manuel ore body, that everybody has 
heard about, there has been a lot of publicity about that, and we are 
trving to bring that in, and it will take approximately 5 years to get in 
full production, because it has to start from scratch. 
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The town has to be built, everything has to be built, and the san 
way with the Michigan property. 

A mine cannot be turned on and off like a faucet. 

Mr. McKinnon. I realize that, but my concern is this, are w 
through this Government program, developing and _ bringing—or 
discovering and developing additional reserves to offset the depletion 
that is now going on? 

Mr. Lyon. That is hard to say. But we will do it, to a certain 
extent. But this country has developed in the use of copper so rapid] 
that we have jumped from around 18 pounds per capita, when th. 
population was lower, up to 23 pounds per capita now with our in- 
creased population. 

Mr. McKinnon. So it is a double increase, in a sense. 

Mr. Lyon. Yes. I don’t know whether our ore reserves can ever 
catch up with the demand, and we are importing about 30 to 35 percen' 
normally of copper. 

Mr. McKinnon. Now, the Government subsidization program that 
you described earlier in the meeting is working for copper as well as 
for the others? 

Mr. Lyon. Yes. 

Mr. McKinnon. Have you had any applications for copper 
processed? 

Mr. Lyon. Well, the ones I mentioned, we have processed a 
of them. 

Mr. McKinnon. There have been financial cooperation and 
agreements? 

Mr. Lyon. Yes. 

Mr. McKinnon. You mentioned some four or five there, and | 
understand that there are only six applications that have been ap- 
proved on all minerals. 

Mr. Lyon. Well, none of these have been approved, except by) 
DPA and us. 

Mr. McKinnon. They are still pending with DPA or GSA? 

Mr. Lyon did not mention Butte. 

Mr. Lyon. But that has not come in for assistance. In Butte the 
have what they call the greater Butte project there, and due to the 
peculiarity of the ore, the way it exists, they found that they can sav: 
a great area of that Butte district, that will run practically 1 percent, 
I think, and I think there are 360,000,000 tons that they are now pre- 
paring, but I imagine it will still take a couple of years before that 
gets into full production. 

Mr. McKinnon. We have developed our refining operations so 
that we can handle a lot of low-grade ore that used to be skipped. 

Mr. Lyon. That is true. 

Mr. McKinnon. And that is helping to expand our production. 

Mr. Lyon. Itis. This San Manuel ore body that you hear so much 
about, only runs about seventy-five one-hundredths of 1 percent 
copper. That is about 15 pounds per ton. 

Mr. Datmas. Mr. Chairman, we had a witness at Spokane, Wash., 
who came over from Butte, Mont., who told us about a particular 
mine that had had to close down, because it could not meet the require- 
ments, or it could not produce at the current price of 24% cenfs a pound 
for copper. But he said if he had a 31-cent price, if the Government 
would subsidize them for stockpiling and for other purposes to that 








SMALL BUSINESS UNDER CONTROLLED-MATERIALS PLAN 247 


extent, that they had a mine that could produce, I think, about a half 
million tons of ore a year, as soon as they got it in shape. 

We also had, if you will recall, at Salt Lake City, some miners who 
came in and told us of ore bodies that were still there in a lot of these 
older mines that had been closed down for strictly economic reasons, 
and that if the need for metal was so great, that they should ba 
opened up. 

Mr. Lyon. Well, we have a list of practically every mine that 
requires an over-the-market price for copper, that is, any mine with 
any substantial ore bodies, and if we Gaptanunhed all of those up. to 
35 cents a pound, we would only gain about 15,000 tons of copper on 
our annual production. 

Mr. McKinnon. Fifteen thousand tons? 

Mr. Lyon. Yes. 

Mr. McKinnon. Of course 

Mr. Lyon. That is by going up to 35 cents, all the way from 24% 
to 35 cents. 

Mr. McKinnon. Under the powers that you have in the Defense 
Production Act, you have the right or the power to subsidize marginal 
mines, don’t you? 

Dr. Scuroeper. The GSA can enter into a contract to buy the 
copper at whatever price they feel is suitable; yes. 

Mr. Lyon. I would like to say this off the record. 

Mr. McKinnon. Off the record. 

(Discussion off the record.) 

Mr. Damas. Going back to your 35 cents, on the record, would 
it not be better to bring in that 15,000 tons at that price than to bid 
in the world market at 50 cents a pound, if you have to go up to 35 
cents for that? 

Mr. Lyon. There isn’t any coming into the country at the present 
time over 27% cents. We have a two-price system, you know, we 
have a foreign price and a domestic price. 

Mr. Dautmas. Well, we were told, weren’t we, that we were buying 
copper at 50 cents? 

Mr. McKinnon. I did not understand that we were buying it, but 
I understood that the world price was 50 cents. 

Dr. Scuroeper. The world price is 27}. 

Mr. Lyon. That is 27%. The fact of the matter is that the Chilean 
Government retains 20 percent of the copper that is produced in that 
country. They can sell it anywhere they choose. So for that small 
20 percent of that production—it is not too small, either, but it is a 
relatively small production when you consider the world demand— 
why, for that production they bid all the way up to 50 cents a pound, 
and there has not been much sold at that. Some was sold at 45, and a 
considerable amount was sold at 30, but that is all to European 
countries. That has not come into this country. 

The only high-priced copper coming into the country today is the 
27%-cent copper from Canada, Mexico, and Chile, and some from 
Africa. 

Mr. McKinnon. Now, on copper, then, you are operating pretty 
much in three directions, aren’t you? One is a matter of developing 
regular ore bodies by financial assistance from the Government, and 
developing either mines or refining operations. 

Mr. Lyon. Yes, sir. 
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Mr. McKinnon. On a matching-fund basis. Two, that other 
agencies, not your own, but other agencies working for the Govern 
ment, are sitting down with other foreign consumers to try to get a 
central procurement pool to keep your price from being bid agains‘ 
each other for the same purpose, and to sort of allocate a buying 
program, is that true? 

Dr. ScHRoEDER. Yes. 

Mr. McKinnon. And the third program you have under way is th: 
developing of some of these marginal operations by a higher price. 

Mr. Lyon. Yes. 

Mr. McKinnon. That will bring them into bearing on a profitable 
basis. 

Mr. Lyon. Yes. 

Mr. McKinnon. That is a relatively small program. 

Mr. Lyon. That is small, yes. 

Mr. McKinnon. Now, is your agency, or are other Government 
agencies doing anything further to improve the copper outlook? 

Mr. Lyon. Well, of course, all the agencies, from the State Depart- 
ment on down, are interested in this international conference on the 
allocation of metals at the present time, and I understand from the 
men that we have in the DPA or the DMA, rather, on the advisory 
committee to this main committee, that they have almost reached a 
point where the copper for the fourth quarter will be allocated. 

Off the record. 

Mr. McKinnon. Discussion off the record. 

(Discussion off the record.) 

Mr. McKinnon. Onthe record. Now, if we keep this on the record 
you will be able to strike out what you want later on. 

Mr. Lyon. Well, we are going to gain slightly on what we antici- 
pated we might get if this application scheme is not effective. 

Dr. Scuroeper. But in contrast to that you have the strike 
situation. 

Mr. Lyon. Yes. We have astrike situation out West that may 

Mr. McKinnon. It may blow everything up? 

Mr. Lyon. Yes, it may blow everything up. For instance, our 
domestic copper production in the month of July, that is when the 
A. S. & R. had their strike at Salt Lake, that strike, together with 
vacation periods and the fishing season and one thing and another, 
reduced the copper production from May of 85,000 tons to July of 
62,000 tons. That was a terrific loss. 

Mr. McKinnon. Now, in this copper program is the stockpiling 
operation taking out each month a certain amount of copper? 

Mr. Lyon. Well, the information on that is restricted. I just don’t 
like to talk about that. 

Mr. McKinnon. The same thing applies to aluminum? 

Mr. Lyon. Sir? 

Mr. McKinnon. The same thing applies to aluminum? 

Mr. Lyon. All stockpiling figures. 

Mr. McKinnon. Well, you know, Mr. Daimas just gave me a 
story here from the Journal of Commerce that says, “United States 
holds copper flow for stockpile.”’ ; 

Mr. Lyon. Well, I will tell you, there is a lot of fishing with these 
statements that you see in the paper, to try to really find out, but 
anybody that is really bright and knows the copper or zine or lead 
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business can tell within 10 or 15 percent about what the stockpile is 
taking. 

Nevertheless, being in my position I just cannot talk about it. 

Mr. McKinnon. Well, we certainly don’t want to get anything on 
the record that may hurt our war effort. 

Mr. Datmas. May I ask a couple of questions? 

Mr. McKinnon. Yes. 

Mr. Daumas. We were told in our western hearings, both at Salt 
Lake and Denver, that the normal Bureau of Mines exploration 
operations had been cut off for this year, and that they were taking 
the defense minerals program and going out exploring new fields for 
the strategic and scarce minerals, but because of budgetary diffi- 
culties of some sort, that the Bureau of Mines normal program had 
been entirely cut off. Is that correct? 

Mr. Lyon. Yes, it is. But our exploration is a substitute for that, 
and very much more than the Bureau of Mines had ever contemplated 
on spending. 

Furthermore, the Defense Minerals Administration is absolutely 
dependent upon the Bureau of Mines and the Geological Survey for 
assistance in the field for the examination of all of the projects that 
come in to us, where the information has to be substantiated in the 
field. 

Consequently, there just are not enough men to do anything fur- 
ther, anyhow. 

Mr. McKinnon. But normally their exploration was carried on at 
Government expense. 

Mr. Lyon. Yes, sir. 

Mr. McKinnon. And there was no matching, and to some extent 
they operated on a slightly different field than the Defense Minerals. 

Mr. Lyon. To some extent; yes. 

Mr. McKinnon. In other words, they would go into a mine that 
was operating and attempt to estimate reserves and make independ- 
ent explorations of their own, aside from what the company was doing 
itself. 

Mr. Lyon. In some cases, in the mines that had explorations due, 
where they could not afford to do it on their margin of profit, their 
exploration was supplemented with the Bureau’s exploration and they 
continued the work that the companies could not carry on. 

Mr. Damas. You are not doing that now? 

Mr. Lyon. No; we are not doing that. We are looking for new 
ore bodies. We are also helping in the case where an ore body is 
developed, so that you can see where the Government has a reason- 
able chance of getting their money back, and the property has to be 
equipped and put into production. 

Mr. Damas. Tell me, if 1 am wrong in this, but that looks to me 
like a sort of a bird in the hand is worth two in the bush proposition. 
It seems to me that the Bureau of Mines could certainly contribute to 
the whole program by their normal operations, couldn’t they? 

Mr. Lyon. Well, they could, if there were enough men in the 
Bureau to do it. P 

Mr. Datmas. You mean there is just not enough manpower? That 
it is not a question of money——— 

Mr. Lyon. Well— 

Dr. ScurdEepER. Yes; it is a question of money 
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Mr. Lyon. It is a question of money, also, but even if they had th 
money I don’t think they could staff up to do it. 

Mr. Datmas. Well, they could draw men from industry. 

Dr. Scurorver. I would like to say that I would not agree with 
that. 

Mr. Lyon. I have been trying to get men for 6 months. 

Dr. ScuroepeEr. Well, part of the time I act as Assistant Director 
for the Bureau of Mines, and part of the time as Director of DMA 
I feel that if our budget were adequate that we could actually con- 
tinue our exploration program, and I think it would contribute mate- 
rially to the need, but our budget has been cut for the present year. 
In view of the fact that we have had to handle the field exploration 
work in the Bureau for much of this DMA work, we have simpl; 
switched those men over to this field work for DMA. That is about 
what it amounts to. 

Mr. Datmas. Who cut your budget? 

Dr. Scurorper. I did not hear you. 

Mr. Dautmas. Who cut your budget? 

Dr. Scurorper. Well, it is in the process of being whittled down 
all the way. It gets whittled down in our own department, and then 
the Bureau of the Budget whittles it down, so by the time that it gets 
to us, it is pretty well down. 

Mr. McKinnon. Well, now, we were told in Salt Lake, for instance 
by a number of miners who appeared before us, and they came in there 
in the category of small business, that many of their mines that were 
in existence had been closed down and had ores that were sufficient! 
high today to make operations profitable, but at the same time that 
they were closed down, the refining operations did not make it 2 
profitable operation. In other words, a lot of these old mines could 
be reopened and could become a profitable development today, that 
were forced to be closed down 10 or 20 years ago, either because there 
was not a market, or that the refining operations required a higher 
content than is necessary today. 

Dr. Scuroreper. What is their problem now? 

Mr. McKinnon. Well, the problem is to get the Bureau of Mines 
to come in and determine their ore content and ore body that remains 
there. The second thing is to get the smelter operations close enough 
to make it possible, from a transportation angle, to get those ores 
into the refineries. 

Dr. Scuroeper. Yes. In that first problem, there are mechanisms 
in the Bureau of Mines for handling the analysis of ores. 

Mr. McKinnon. We were told out in Salt Lake by the Bureau of 
Mines officials themselves that they were stopped on that program. 

Dr. Scuroeper. We are stopped on the second part of that pro- 
gram. With respect to the establishment of smelter and refiner) 
facilities for various ores, in one sense. In that, under the Defense 
Production Act, the Government has no authority to go out and build 
smelters or refineries. I think you will remember that there was some 
effort in the passage of this last Defense Production Act to give the 
Government the authority to contract plant construction as under 
the old defense plan. 

Mr. McKinnon. Unfortunately we lost that. 

Dr. Scnroeper. Unfortunately we lost that, so the only thing 
we can do now is to try to encourage somebody to go in there and 
put in the necessary smelting or refining facilities. 
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Of course, we can do that by agreeing to buy the refined ore, that is, 
GSA can do it by agreeing to buy the refined ore over a certain period 
of time at such and such prices, or we can assist them in the form of 
loans through RFC loans, and a good deal of that is being done under 
these purchase contracts that we talked about before. 

But that is really the only way we have to work at the present time. 

Mr. Dautmas. When the Small Defense Plants Administration gets 
going, they will be able to assist small mining operations; further 
than that the RFC already has a hundred million dollars that the 
SDPA can call on, so that will be another avenue of assistance for 
the small operation. 

Mr. McKinnon. Of course, your mines are pretty hard to estimate 
as to whether they will yield a profit back or not. 

Mr. Lyon. They surely are. 

Mr. McKinnon. It is not like the man with a small business who 
says, “If I can get into operation I can turn out so much and I will 
be able to sell it for so much.”’ In your minds you don’t know whether 
you have the ore body for sure or not. 

Mr. Lyon. That is right. Another thing, what the small fellows 
tell us is usually what they hope. 

Mr. McKinnon. Yes; a prospector is the world’s greatest optimist, 
I realize that. 

Mr. Lyon. Well, I have listened to them all for 30 years, and I 
have looked at their properties, and there is really not much metal 
to be recovered from the old mines. 

Mr. McKinnon. Mr. Lyon, I get the impression, or the inference 
from your testimony, and also from the testimony that we heard out 
in the West, that you are not looking to the old closed down mines, 
but instead you are sending the men out looking for the birds in the 
bushes, where some new ore bodies are that have not been discovered 
or are not known, am I correct in that, or am I in error? 

Mr. Lyon. Well, you are not entirely in error, and you are not 
entirely correct. We have had but very few applications for explora- 
tion work to be done in old properties. The old properties are prin- 
cipally lead and zinc, where the applicant puts up 50 percent of the 
money. 

Now, to get into an old mine is a very, very expensive proposition. 
You have to rehabilitate shafts, and you have to rehabilitate the 
underground workings, in order to get to a point where you really 
want to do some exploration work. 

Now, we have never turned them down on that account. As a 
matter of fact, we have, oh, I imagine, a dozen contracts out now in 
older properties where they have to be rehabilitated before you can 
get into a point where you can do effective exploration work. 

Now, according to the regulations, you do not have to look for new 
and unknown ore bodies. It is not necessarily an isolated ore body 
that you have to look for, but the extension of some known ore body 
where you happened to hit a lean place, and you want to go on and 
see if it is going to open up again, the same way the development 
work is being carried on by various companies at the present time. 

And we are just as favorably inclined to that type of exploration 
work as we are to some new and unknown place, because, after all, 
if you are going to shoot elephants, you have to go where they grow, 
and around these old mining districts I have found, from long ex- 
perience, the best places to look for new ore bodies. 
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We are assisting those people just as much as we are any of the 
others. 

Mr. McKinnon. Mr. Dalmas, do you have any further questions? 

Mr. Daumas. I would just like to ask one question off the record 

Mr. McKinnon. Off the record. 

(Discussion off the record.) 

Mr. McKinnon. Back on the record. 

Dr. Scuroeper. Since this exploration program has been under 
way, we have had some interesting developments along that sam: 
line that Mr. Dalmas was talking about. One or two articles have 
come out in the popular type magazines in which it says that th 
Government will grub-stake you on exploration. Since those articles 
came out we have had about 2,000 letters trom people who want to 
explore, and they run this way: 

My wife and I would like to take a vacation in Montana. I took mineralogy 
in a university 10 years ago. I am a wonderful prospector. Please send me $50 
a week, starting next Tuesday, for 10 weeks. 

Mr. McKinnon. Well, that is all the questions we have in that 
regard, although we do have a few more questions which we will give 
you in writing, which may be a little more complicated, and I sup- 
pose that if we have some further questions and we send them down 
to vou that you will answer them? 

Dr. Scuroeper. We will be glad to try to answer them as full) 
as we can, 

Mr. McKinnon. What about our situation on lead and zinc? 

Mr. Lyon. Terrible on lead. Our imports of lead are down to 
about 42 percent of what we should have. 

Mr. McKinnon. What occasions that, the same situation as in 
copper? 

Mr. Lyon. The same situation as exists in copper. 

Zine is not so bad. We are getting along pretty well in zine, but 
not as much as we had hoped to. The zine expansion has been th: 
result of tax amortization certificates, principally requests by com- 
panies for a rapid tax amortization for expansion of facilities. 

We are now smelting about 700,000 tons of zine a month, which is 
about as high a rate as we have ever had. But the demand is still 
higher than that. 

Mr. McKinnon. Now, if we stay in the same situation that wi 
find ourselves in today in this partial mobilization period, are the 
mining operations going to increase sufficiently so that we can hav 
our guns and butter, too? 

Mr. Wilson came before the Banking and Currency Committe: 
some time ago and testified to the fact that given two more years 
with stabilized conditions our productive capacity would be so in- 
creased as to allow us to keep our mobilization effort on the sam 
basis as it is today and still have the same civilian standards of 
living. 

It would be kind of a tough deal for the next 2 years, but afte 
that we would be so greatly increased in productive capacity that 
we would have both guns and butter. 

Mr. Lyon. That is true. 

Mr. McKinnon. Will that be applicable also in the niining field 

Mr. Lyon. That is partially true in the mining field, because 1 
this so-called percentage war that we are in now, and we have neve! 
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been in anything like it before, our requirements for military consump- 
tion are greater than they ever have been and will be during the 
next 2 years. Then they will level off and go down after the end of 
the next 2 years, so that there will be more for civilian requirements. 
Then after that time, providing nothing happens, of course, we will 
be in a lot better shape on requirements alone than we are at present. 

Dr. Scuroeper. Well, not only military requirements, but plant 
expansion is taking enormous amounts of steel and copper, lead and 
zinc, and when you get over the period of 1953 and 1954, when the 
plant expansion has begun to go down hill, and you have an expanded 
capacity, and if your military demands do not go up, or should level 
off, then, of course, your demand picture is much better than it would 
have been in the past, so you can come into it on both directions, 
So that statement, I think, is in broad outline probably reasonably 
accurate, wouldn’t you say so, Paul? 

Mr. McGann. Yes. I cannot think of any on which it is not true 
accordingly to current plant, with the exception of one or two cases. 

Copper is the big exception that I have in mind. 

Mr. Lyon. Power expansion takes so much of that, and that will 
be over largely in the next 2 years. 

Mr. McKinnon. Under those conditions you outline, do you run 
across any reticence upon the part of the mining operators to expand 
because of the fear that they will overexpand and have an over- 
supply when we get back to a normal situation? 

Dr. ScoroepeER. You do in some cases, particularly in some metals 
which are very directly connected to the military effort, because they 
foresee that once that drops off, the whole thing will wash out. Tung- 
sten is one of those metals. The expansion and capacity and need 
for it is great during the period of military use, but, of course, this 
Defense Production Act, as you know, is designed to meet that by 
allowitg the Government to guarantee to the operator prices that will 
allow him to write off his plant during the time that the contract is 
in effect. So he can write off his investment and make some profit 
before he is washed out on the contract. 

Mr. McKinnon. And that program is sufficiently attractive to 
bring them inte production? 

Dr. Scuroeper. That program is sufficiently attractive to bring 
them into production, also the tax amortization program is helpful. 

Mr. McKinnon. But do you think without that tax amortization 
plan, or that price policy, that we could get plant expansion with- 
out it? 

Dr. ScuroeperR. You would not get it anywhere nearly as rapidly 
as you would need it. 

Mr. McKinnon. In other words, you do not feel that it is a lot of 
featherbedding for a few people? 

Dr. Scuroeper. No, | think it is absolutely necessary, and not 
too much to expend on industry to get the job done. 

Mr. McKinnon. From your testimony earlier, I think you said 
that small businesses were receiving as much consideration as large 
business. 

Dr. Scuroeper. I think that we are learning over backward in 
order to give the small operator every consideration. In some cases 
the amount of work that we do to bring the small operator in, with 
relatively smaller production, is as great or greater than the work 
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that we would do to bring the big operator in, and in spite of that, we 
are devoting our efforts and our staff to bringing in the small operators, 
because we feel that that is a highly desirable thing for our econom, 

Mr. McKinnon. Why do you feel that, if I may ask? 

Dr. Scuroeper. I feel that when you get several large concerns 
controlling an industry, that they may be doing a wonderful job of i: 
but the spur for them to move on to become more efficient, and to 
give the public better service, decreases as the extent of their contro! 
of that industry increases. 

Now, on the other hand, if you have a lot of small industries in 
operation, competition is always keen. I think if keen enough to 
keep things moving, that will help to solve the problems. 

Mr. McKinnon. And you would not have to write a lot of regula- 
tions, either. 

Dr. ScuroreperR. You would not have to write a lot of regulations 
For that reason we feel that we should encourage the small-business 
men. 

Mr. Dautmas. Mr. Chairman. 

Mr. McKinnon. Mr. Dalmas. 

Mr. Damas. May I offera comment? I think that Dr. Schroede: 
should be very proud of that statement, because he has stated the 
viewpoint of the Small Business Committee very concisely and well 

Mr. McKinnon. That is true, and not only that, but he states th 
real essence of the free enterprise system, with competition as t}) 
basis of it, although every time free enterprise moves in, the firs! 
thing it tries to do is to crowd out competition. It is a funny thing 

Do you have any questions, Mr. Riley? 

Mr. Ritey. No. 

Mr. Datmas. I have one or two here, about this fourth quarter, 
these fourth quarter allotments. 

I notice that DPA has allotted Defense Minerals Administratio: 
41,395 tons of steel, 1,435,000 pounds of copper, and 140,000 pounds 
of aluminum, for the fourth quarter allocation. 

Now, I want to inquire as to whether or not those allotments \ 
enable Defense Minerals to write tickets, so that no program that yo 
have going forward at the present time will be retarded. 

Mr. Monvac. That is right. Those requirements were worked ou! 
on a cooperative basis with an open door to negotiation. These con- 
tracts, or these Government forms, the Form 4 (c)’s as they are called 
are for the plant expansion, the mineral expansions, and the only bot- 
tleneck in there was the restriction on structural steel. We will al 
admit that there is just no more capacity for that, and we have | 
parcel it around. 

We have had adequate treatment to take care of the 4 (c)’s an 
they are about ready to mail. In fact, a great many of them hav 
been mailed already. 

Mr. Damas. Did you get all of the structural steel you asked for 

Mr. Monraa. We did not, but by looking at the construction schied- 
ule we were able to throw some of it into the succeeding quarters 
That is still open to negotiation. We may have to go back for a coup! 
of thousand pounds, but I think we have reason to believe that w 
will get it. : 

Mr. Daumas. Well, the Facilities and Construction Bureau of th 
National Production Authority told us that they had set aside 10 per- 
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cent of the structural steel, or 26,500 tons, for just such use, so that 
there is a reserve. 

Mr. Monrac. That is right. 

Mr. Daumas. That you can tap. 

Mr. Monraa. I think that has been answered so far, but let me 
talk off the record for a moment. 

Mr. Damas. Well, keep it on and you may have the opportunity 
to edit it. 

Mr. Monraa. Well, there has been a transfer of functions. The 
Facilities Bureau is handling all of the priority papers on these things 
or was up until the fourth quarter. Now the claimants are handling 
their own. So we have had to have a give and take on the things that 
Facilities had pushed along that they were trying to take care of 
themselves. If some new angle comes up, that should come out of 
negotiation, both the contract paper and material would go back and 
forth, and I believe that we have a satisfactory situation there. 

Mr. Damas. You feel that no program that DMA has will be 
materially retarded because of the allocations for the fourth quarter? 

Mr. Monraa. I don’t think so, sir; I cannot conceive how anything 
could do anything but try and make it stretch, because these con- 
tracts are the raw materials which we are so coucerned about giving 
away, and it just does not make sense that we cannot work it out. 
We have that one physical factor, there cannot be more than the 
industry can produce. We may have to slow down something else in 
order to keep these gorag, if we cariot move our own co istruction 
schedules up. There is always some bottleneck that slips in, however. 
The companies who had their construction schedule all along were 
very cooperative. Copper wire is a bottleneck in all programs. A 
great percentage of this copper requirement comes at the tail end of a 
project, but, of course, in making up the bill of materials they ask for it 
all at once, and we spread our copper wire that way. I think it has 
been very satisfactory. I hope that it will continue to work out. 
The final details are still a week or two in advance. 

Mr. Daumas. Mr. Anshen told us that the aluminum program had 
been granted every pound of material that was required for the fourth 
quarter, is that correct, from your viewpoint? 

Mr. Montag. That is right. 

Mr. Datmas. That is all, Mr. Chairman. 

Mr. McKinnon. Mr. Clark, do you have any questions? 

Mr. Crark. I have one question on these amortization certificates. 
Do you consider that the smaller companies have been given the same 
percentage of amortization cost as the larger ones? I saw some 
criticism m the press the other day about some small iron ore develop- 
ment companies that apparently, according to this article, were not 
getting the same percentage of amortization cost as some of the large 
ones. 

Dr. Scuroeper. I don’t think that is quite true. The iron ore 
certificates have been granted at 75 and 85 percent, in the main, and 
we are still granting or recommending them at about those same 
percentages. 

It depends a little bit upon the type of mining, as to whether it is 
shallow open-pit mining, or deep-pit mining, or unde rground wa eg 
and so forth. 
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The whole variation is just this 10 percent, the tax amortization as 
a whole, although the real small-business man, that is, the partnership, 
one or two men, or a single operator, really have not come in for tax 
amortization nearly as much as concerns which have considerable 
capital investment. 

I don’t know why that is, except that they just don’t make enough 
profit to worry about tax amortization, either that or they don’t want 
to do the bookkeeping that is necessary. 

Mr. Crark. Is that freeze still on that we heard about? 

Dr. Scuroeper. It takes effect today, the tax amortization freeze, 
it is a 60-day moratorium on TA’s. There are exceptions to that, 
that can be granted under circumstances where you can make a strong 
enough case for it. 

Mr. Crarx. Well, if it is true that the smaller man has not come in 
as early as the larger ones, that might have some adverse effect on the 
smaller company’s cost, would it not? 

Dr. Scuroeper. It will have an adverse effect for 60 days. 

Mr. McGann. I don’t think it will for the reason of the freeze 
itself. The freeze has been designed to call for a reexamination of 
the percentages upon which tax amortization has been granted so 
far, so it is conceivable that the criteria might be tightened up 
generally, but I have a feeling that the minerals and the percentages 
handled by DMA have been sufficiently carefully designed so that 
thev will stand scrutiny without further reduction. 

In this iron-ore case that you have heard of, there are several 
different conditions of iron-ore mines that call for higher or lower 
percentages, and occasionally it happens that a large company has 
one small mine of a very high cost type and the Government is 
interested in seeing that type of mine exploited. A mine in the East, 
for example, that does not involve transport through the Soo locks 
might conceivably get preference to a lower cost open-pit mine, and 
the lower cost open-pit mine might be owned by a much smaller 
company. 

To that extent, why, for those considerations which are outlined 
in Mr. Wilson’s criteria, he outlined criteria of geographical location, 
size, competition, and all of these various criteria, and you will get 
different companies getting different percentages. 

Among his criteria are the efforts to try to get away from strict 
adherence to industry-wide percentage, and to strive for more detailed 
percentages for individual firms, that will fit their particular needs, 
rather than penalizing some by giving too little, or benefiting a few 
companies by giving them too much, in adhering to an industry-w ide 
percentage too religiously. 

Many of these recommendations were forwarded by the Secretary 
of the Interior several months ago, and the percent: ages and criteria 
used by DMA have all been cleared with the Secretary’s office, and 
the Secretary’s office has screened them carefully with these criteria 
in mind already, so I have a feeling that the DMA percentages and 
the DMA applicants will not suffer for coming in late. They may 
suffer in the sense that the latest ones to come in will be providing less 
urgently needed materials, and under those circumstances might get 
less, but except for that particular case I can forsee no reduction of 
certificates in view. 
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This business of urgency, of course, really extends right on through 
1953, and the kind of applications you get on tax amortization 
usually involve production coming in before that day. 

So I think that anyone who comes in now will be treated just about 
the same as everyone so far in our area. 

But that is just a forecast. I don’t mean that to be an assurance. 

Mr. Ciark. That is all I have. 

Mr. McKinnon. Mr. Lucas? 

Mr. Lucas. No questions. 

Mr. McKinnon. Mr. Riley, did you have anything? 

Mr. Rirey. No, sir. 

Mr. McKinnon. Well, gentlemen, you have given us a very good 
picture, even though it sometimes was not too optimistic a picture, 
but it seems to be a very factual picture, and I want to thank each 
one of you for your participation and your help. 

As l mentioned a moment ago, some other questions will probably 
occur to us, and we will send the questions to you in writing, and we 
would appreciate having your answers back so that we can have them 
for further consideration. 

While we have been asking you a lot of questions, if in the future 
you have some questions you want to ask us, we want you to feel 
free to do so. If we can coordinate our efforts with yours for making 
the program more effective and building up our strength, we will be 
lad to cooperate and help in any way we can. 

We realize that up on the Hill we have to sort of write the rules, 
and you fellows run the ball game, but if we can make those rules 
more favorable for better operation, particularly so far as this com- 
mittee is concerned with the operations of the smaller people, because 
we feel that is going to build more competition and develop a stronger 
institution in our country. 

Thank you very much. 

The meeting will now be adjourned and we will meet at 10 a. m. 
Monday, and we will have representatives from the Federal Security 
Agency at that time. 

Thank you very much. 

(Whereupon, at 11 a. m., the subcommittee adjourned, to re- 
convene at 10 a. m., Monday, August 20, 1951.) 

(The following supplemental statement was submitted on Septem- 
ber 12, 1951.) 
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DEPARTMENT OF THE INTERIOR, 
Derense MINeRALS ADMINISTRATION, 
Washington 25, D. C., September 12, 1951. 
Mr. Victor P. Davmas, 
Erecutive Director, Nelect Committee on Nmall Rusine ss, 
House of Representatives of the United States, Eighty-second Congress, 
Washington 25. D. C. 

My Dear Mr. Davmas: This letter is in response to your letter to me of 
August 23, in which you refer to the hearings before your committee on August 18 
and to additional inquiries to be submitted to me to supplement testimony given 
at that time. 

By way of preamble, it is necessary to point out that several agencies are always 
involved in every transaction for the promotion of production under the Defense 
Production Act, and that the only power of the Defense Minerals Administration, 
in the fields dealt with in your letter, is to make recomendations to some other 
agency. With this in view, I will proceed to answer your several inquiries in the 
order in which you have stated them, 
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1. You state that: “It appears that the primary obstacle encountered b) 
* * * jndependent aluminum producers desirous of enlarging their capacities 
lies in the fact that they are unable to secure adequate financing.”” Of course, if 
they are unable to secure adequate financing from private sources, it is becaus: 
they are unable to make a sufficient showing of the probability of being able to 
repay loans. The purpose of the Defense Production Act, as I understand it, is 
to provide financing that could not be obtained from private sources. Speaking, 
for Defense Minerals Administration, one of “the responsible agencies’”’ referred 
to by you, it stands ready, upon a proper application, to recommend in any 
suitable case the granting of such financial aid as is provided for under the Defense 
Production Act. If the prospective independent producers of aluminum do not 
seek such aid, it is beeause even upon more liberal terms than they could hope for 
in private financing, they are unable to enter into the production of aluminum 
upon a competitive basis. One application for such a loan is now pending. In 
addition to such direct financial aid, the Defense Minerals Administration has 
recommended (1) the granting of a certificate for accelerated tax amortizatio: 
covering higher percentage of fixed investment than has been allowed to th 
existing producers of aluminum; and (2) a more favorable contract for the guaranty 
of price than in the case of existing producers. 

2. In this question you refer to the assumption that the initial consumers or 
strategic metals involved in expansion programs “* * * have, or will have 
the capacity to absorb the programed increase in production.’’ You then ask 
‘Has this assumption been factually proved to be true?” 

It is true that in exercising its function of programing the expansion of th: 
production of strategie and critical minerals, the Defense Minerals Administratio: 
has always investigated the status of the existing capacity and planned expansion 
of the initial consumers of such minerals. In no case has expansion of production 
been programed to such an extent that it seems likeiy that primary consumers wil! 
not be able to absorb the programed increase in production. Sufficient time has 
not elapsed to prove the accuracy of these calculations involved in Defense 
Minerals Administration’s programs for expansion. 

3. Referring to contracts under the Defense Production Act for the expansion 
of production by guaranteeing a market for a particular product for specified 
periods of time, you ask: “* * * would it be equally feasible in the views of 
your Administration, for the Government to engage in the actual construction 
and operation of the facilities desired? Which of the two methods appears to be 
most economical and more effective in obtaining the objective of expediting 
production?” 

It is the opinion of the Defense Minerals Administration that generally the 
expansion of the production of strategic and critical minerals and metals can best 
be achieved through the operations of private industry rather than through opera- 
tions by the Government. It is, however, also the opinion of this Administration 
that operations by the Government in special cases should not be ruled out, but 
should be provided for. The special cases would refer to metals and minerals of 
extreme importance and the production of which is either comparatively novel or 
so uneconomical that it cannot be achieved on a sound basis by resort to private 
operations. If industry is unwilling to undertake a particular operation of this 
character on a basis other than what mav seem exorbitant to the Government, it 
would be preferable for the Government itself to undertake the operation and the 
production of the necessary material. It is with these considerations in view that 
the Interior Department has supported legislation which will allow the Govern- 
ment to construct and operate facilities for the production of minerals and metals. 
In the absence of a general provision which would permit such operations by the 
Government, it may be necessary in special cases for the Interior Department to 
sponsor legislation that would permit them. 

4. You have stated this question as follows: ‘‘At the hearing the statement was 
made by Mr. Lyon that the material requirements during the period of partia! 
mobilization are greater than those of a period of full mobilization. Can this 
stat>ment be verified with respect to aluminum, copper, and steel?” 

The statement is not one that is susceptible to absolute vertification by any 
mathematical computations. This agency believes that it remains correct with 
respect to copper, because of the large quantities of copper which continue to go 
into civilian consumption, which use would certainly be cut off to a large extent in 
the event of full m»bilization. The statement can hardly be correc€ with respect 
to aluminum, because requirements for this metal in the event of full mobilization, 
with the most drastic curtailment in civilian consumption are cbviously in excess 
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of the present requirements for partial mobilization with little restriction on 
civilian use. 

The steel program is not within the province of Defense Minerals Administration, 
and this query with respect to steel could probably be answered more effectively by 
the National Production Authority. ; 

5. All programs formulated by Defense Minerals Administration include what 
are considered to be the mst feasible means for substituting domestic production 
for imported minerals. In the present state of partial mobilization, very few of the 
programs have gone so far as to contemplate complete elimination of reliance 
upon imports in those cases where imports have been an important element of 
supply. It has not been possible to envisage full seif-sufficiency except with 
reference to comparatively unimportant metals and minerals. 

6. For purposes of the present partial mobilization, this agency believes that 
the current stockpiling program, with a few exceptions, is adequate. The specific 
objectives of the stockpiling program and the exceptions referred to here are neces- 
sarily classified matters which I am unable to set forth in detail in this letter. 

7. Your question is stated as follows: ‘‘Is it your personal opinion that there is 
a need for a high-level coordinating office, or official, charged with the prime 
responsibility of synchronizing the activities of the many different Government 
agencies which render decisions affecting the national expansion of mining, 
reduction, and production facilities in the metals and minerals fields, or is it your 
view that the present set-up is most efficiently coordinating these various 
activities?” 

It is my personal opinion that as long as the functions of expanding the pro- 
duction of strategic and critical metals and minerals are divided among various 
agencies, there is a need for a high-level coordinating office or official charged with 
the prime responsibility of synchronizing the activities of the various agencies. 
I believe that the Defense Mobilization Director, under the existing delegations 
of authority, is sufficiently equipped to perform this coordinating function. This 
is not to say that it is my opinion that the present administrative set-up for ex- 
panding the production of strategic and critical metals and minerals could not be 
greatly improved upon. It does seem to me that the authority, procedures, and 
means for expanding the production of metals and minerals are matters which 
are peculiarly susceptible to being centered in the hands of one administrative 
agency subject only to an overriding coordinating authority such as might be 
provided by the Office of Defense Mobilization. Every phase of such an expansion 
program is necessarily a matter for consideration by mining engineers, geologists, 
and experts in the production and beneficiation of ores. It might well be that if 
the entire expansion program in this field of metals and minerals should, as far as 
possible, be segregated from the broader field of industrial expansion and produc- 
tion, the program could be carried out more efficiently, expeditiously, and eco- 
nomically. 

I want to express my appreciation for the courtesy of your committee to myself 
and the members of the staffs of the Defense Minerals Administration and Bureau 
of Mines who attended the hearings. This office will be happy to assist you at 
any time. 

Sincerely yours, 


W. C. ScuroEeper, Acting Administrator. 








PROBLEMS OF SMALL BUSINESS UNDER THE 
CONTROLLED MATERIALS PLAN 


MONDAY, AUGUST 20, 1951 


House or REPRESENTATIVES, 
SuBcoMMITTEER No. 3 OF THE SELECT COMMITTEE 
To Conpvuct Aa Stupy AND INVESTIGATION 
OF THE PROBLEMS OF SMALL BUSINESS, 
Wash ington, dD. C. 

The subcommittee met, pursuant to adjournment, at 10 a. m., in 
room 1301, New House Office Building, Washington, D. C., Hon. 
Clinton D. McKinnon presiding. 

Present: Representatives McKinnon and Horace Seely-Brown, Jr. 

Also present: Representative C. W. Bishop, of Illinois, and George 
Wolf, assistant to Representative Thomas B. Curtis, of Missouri. 

Victor P. Dalmas, executive director, Arthur F. Lucas, Duncan 
Clark, and Jeremiah T. Riley, of the staff. 

Mr. Seety-Brown. The committee will be in order. 

The first witness will be Mr. Rufus E. Miles, Jr., who is Assistant 
Administrator for Defense Activities, Federal Security Agency. 


STATEMENT OF RUFUS E. MILES, JR., ASSISTANT ADMINISTRA- 
TOR FOR DEFENSE ACTIVITIES, FEDERAL SECURITY AGENCY; 
CHARLES G. LAVIN, PROGRAM COORDINATOR, DIVISION OF 
CIVILIAN HEALTH REQUIREMENTS, PUBLIC HEALTH SERVICE; 
RALPH G. M. FLYNT, DIRECTOR, CIVILIAN EDUCATION RE- 
QUIREMENTS BRANCH, OFFICE OF EDUCATION; AND DR. JOHN 
W. CRONIN, MEDICAL DIRECTOR, DIVISION OF HOSPITAL 
FACILITIES, PUBLIC HEALTH SERVICE 


Mr. Seevy-Brown. Mr. Miles, do you want to read your state- 
ment first and then answer such questions as may be developed 
following the reading of your statement? 

Mr. Mixes. | think that might be the easiest way, Mr. Chairman. 

Mr. Seety-Brown. Will you do so, then, please. 

Mr. Mixes. Mr. Chairman and members of the committee, I 
appreciate your invitation to appear before this committee to discuss 
with you operations under the Controlled Materials Plan which affect 
the needs of various community groups and agencies, including health 
and educational requirements. 

As you are no doubt aware, the Federal Security Agency, even 
before the establishment of the Controlled Materials Plan, was desig- 
nated by the Defense Production Administration to advise on the 
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need for critical materials required in the construction of schools an 
hospitals and in the provision of the equipment and supplies needed 
in the fields of education, health, welfare, and essential reereation. 

Responsibility was also delegated on June 7, 1951, by the Admin 
istrator of the National Production Authority to the Federal Security 
Agency to approve all applications for construction of schools and 
hospitals, and make the actual allocation of controlled materials 
among the various applicants. These delegations were no doub: 
made because the Federal Security Agency already had direct respon 
sibility for federally financed programs to aid States and communities 
in the construction of schools and hospitals and greater economy, 
appeared possible if responsibility were centered in the Office of 
Education and the Public Health Service of the Federal Securit, 
Agency. 

Within the Federal Security Agency, the Administrator has del: 
gated major operating responsibility to the Office of Education and 
the Public Health Service. The Office of Education receives applica 
tions for the issuance of permits and the allocation of critical materials 
for schools, college buildings, libraries, and related structures. Th: 
Public Health Service receives applications for the issuance of permits 
for the construction of hospitals and health facilities, and makes 
allocations of critical materials among the various applicants. 

Initially—when the first call for estimated requirements for critica! 
materials was made by the Defense Production Administration—i| 
was necessary to make our estimates of requirements upon projections 
of previous construction levels. Early in the spring, however, we 
collected information direct from school authorities over the country 
in order to obtain more explicit data on actual plans for the construc- 
tion of schools. We already had reasonably good over-all estimates 
of hospital needs because of the existence of the Hill-Burton hospita! 
program which has as one important element the preparation of an 
over-all State hospital plan in each State. These State hospital plans 
made possible reasonably good projec tions of construction needs. 

Following the NPA order of June 7, 1951, delegating to this agency 
responsibility for the approval of all school- ‘and hospital-construction 
projects and the issuance of permits and the allocation of materials, 
we sent out to school districts throughout the country and to hospita! 
authorities the necessary application forms upon which they could 
provide us with a listing of the amounts of critical materials needed fo: 
their various construction projects. As of August 15, we had received 
3,755 applications in respect to the construction of educational build- 
ings and 1,165 applications for the construction of hospitals and health 
facilities. 

Screening these applications has been a substantia! undertaking 
The applications have been screened both for the purpose of limiting 
approval to essential projects and also to see that the amounts ol 
critical materials allocated would bear a proper relation to the size 
and character of the structure. As to essentiality, let me illustrate 
the way we have approached this problem. 

In the field of education we have established priorities as follows 

Construction projects for the replacement of facilities destroyed 
by calamity such as fire, flood, windstorm, or explosion; 

Projects to provide additional facilities for relieving currently 
overcrowded schools and to provide for immediate future enrollments; 
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3. Replacement of seriously substandard or obsolete facilities. 

The extent to which a proposed educational facility will be engaged 
in rendering defense services also is taken into account. Lesser but 
related consideration is given to the following: 

1. Projects which will improve the efficiency of school operations 
and reduce the cost to the public; 

2. Projects which will enable an institution to accept Federal defense 
contracts if offered—applicable in the field of higher education. 

Approval for the following types of structures has been denied: 

1. Athletic stadia; 

2. Physical-education buildings designed primarily for spectator 
sports; 

3. Swimming pools; 

4. Administration buildings; 

5. Recreation facilities; 

6. Auditoriums designed for public use; and 

7. Field houses. 

It is my understanding that you would also like information on the 
present status of our applications and allocations. Briefly the situa- 
tion is as follows: 

So far as we know, no essential hospital or school project which 
was under way prior to initiation of the permit system has been as 
yet stopped or seriously delayed because of the lack of an allocation 
of necessary critical materials. The real problem lies in the shortages 
for the fourth quarter of this calendar year—the coming months of 
October, November, and December. The fourth-quarter allocation 
of critical materials made for school and hospital construction is sub- 
stantially less than the needs which have been presented to the De- 
fense Production Administration. We recognize fully the difficulty 
faced by the Defense Production Administration in attempting to 
make allocations of critical materials from a total which is insufficient 
to cover all demands. If it were not such a difficult undertaking, we 
would not need the controlled-materials plan. Nevertheless, I may 
say that we have strongly appealed to the Defense Production Ad- 
ministration for an additional allocation to permit essential school and 
hospital construction to proceed as scheduled. We have been assured 
that our appeal will be given serious consideration. 

Construction of schools and hospitals is lagging far behind essential 
needs; a great backlog of need is still unmet. One of the principal 
factors underlying the serious shortage of school buildings is the record 
high birth rate of the past several years. This fall, for example, the 
number of children entering first grade will exceed by 800,000 the 
number who entered a year ago. In September 1952 the increased 
enrollment of first-graders will be 1,600,000 children. 

| would like to interpolate at that point. I think the increased 
enrollment in elementary schools, that the total will be 1,600,000, 
rather than the increase in the number of first-graders. 

We are convinced that the need for moving forward with school 
and hospital construction programs stands at, or close to the top of 
civilian needs, immediately after defense and direct defense-supporting 
activities. 

If you have detailed questions on the operation of this program, 
my associates from the Office of Education and the Public Health 
Service and I will be glad to undertake to answer them. 
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Mr. McKinnon. Thank you, Mr. Miles. 

Mr. Seely-Brown, do you have any questions? 

Mr. See.y-Brown. Yes. I was interested to notice that you have 
listed here the number of applications that you have received. You 
have received 3,755 applications in respect to the construction of 
educational buildings? 

Mr. Mies. Yes, sir. 

Mr. Spety-Brown. And have you allocated, or are you able to 
allocate sufficient critical materials in order to complete the work? 

Mr. Mixes. Mr. Congressman, I wonder if I may divide that into 
schools and hospitals and have them dealt with separately? I would 
like to ask Mr. Flynt of the Office of Education to address that 
question from an educational standpoint. 

Mr. McKinnon. very well. 

Mr. Fiynr. I will take it down this way, Mr. Congressman: Of 
that number 1,927 applications were under construction at the 
beginning of the controlled-materials plan and required assistance. 
We were able to allocate steel to 1,424 of those and to satisfy their 
needs on the basis of their reasonable requests. 

Five hundred of those still remain to receive full assistance. Those 
are projects which were under construction. 

We have applications from 1,019 school projects which require 
assistance in the fourth quarter and wish to begin construction in 
the fourth quarter, which we cannot grant assistance to because of 
the lack of materials. 

Mr. Seety-Brown. In connection with that, certain areas, as the 
result of the defense effort, have found themselves with large in- 
creases in population, particularly in school populations. You have 
helped out, to the best of your ability, I know, to provide educational 
facilities there. Now, how many of those critical areas, that is, 
critical housing areas, critical defense areas, where they have the 
school as well as the housing program to consider, in how many of 
those areas have you been able to move in and provide steel? 

Mr. Fiynr. As vou know, we administer also Public Law 815 
which provides Federal grants to federally impacted areas. We have 
taken care of all of those. 

Mr. Seery-Brown. In connection with that, I believe that we are 
going to have a supplemental appropriation bill up later today which 
will cover the funds for that and I happen to believe that we should 
provide additional funds in that respect. If the funds are provided 
do vou feel that you will have the steel to go along with the funds? 

Mr. Fiynr. We believe that we can take care of that small group 
only partially. It is difficult to tell until we do get the funds how 
many cases there will be. I think there were 396 cases in the original 
applications. We have about 1,100 who have certificates of eligi- 
bility. 

Mr. McKinnon. Some of these funds are for operation and not 
merely plant expansion? 

Mr. Fiynt. 1 am speaking for Public Law 815. 

Mr. McKinnon. That includes funds for operation as well as for 
plant expansion? 

Mr. Fiynr. I refer only to the ones requiring assistaneé for con- 
struction. We would not be able to take care of all of them. 
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Mr. Serety-Brown, I would like to ask this question in connection 
with Public Law 815 funds. As you authorize additional expansion 
in that field, do you tie your authorizations in with the actual amount 
of steel that is available? In other words, are any communities being 
given the green light as regards the building of the schools and a red 
light as regards where the material is coming from in order to build 
that school? That is what 1 am concerned about. Many of the 
communities are writing me to that effect, that they have the go- 
ahead signal, but that they have not gotten the steel. 

Mr. Fiynr. I believe that we have given allocations to every Public 
Law 815 case that has so far come to the point of being able to make 
application for one. Not all of them are able to make applications 
for material when they get the money. Some of them have still 
further planning to do. But we have had those cases flagged sepa- 
rately and have taken care of them, insofar as I know, up to date. 

We will not be able to continue to do so, however, if the extra 
appropriations are passed and we do not get additional steel. 

Mr. Seety-Brown. Are the demands on your office increasing by 
leaps and bounds? 

Mr. Fiynr. Oh, yes. I might say this, that we estimated there 
would be about 7,200 building projects in a year. Now, we have 
received about 3,700 applications already. They are coming in at 
the rate of about 200 a day. ) 

Of course, this is a level operation. ‘There is some seasonal varia- 
tion in school construction but not a great deal. It goes along pretty 
much throughout the year; as fast as they get the money, they get 
their plans going. 

We expect a sunilar load, or a somewhat similar load to this, through- 
out the year. 

Mr. Mires. Then the fact of the matter is that so far as the third 
quarter is concerned actual allocations of steel have been made to all 
school districts which have been given grants of funds under Public 
Law 815? 

Mr. Fuiynr. Yes. 

Mr. Mives. But it is not at all certain that that same situation 
will occur in the fourth and subsequent quarters unless we get addi- 
tional allocations of steel from the Defense Production Administra- 
tion? 

Mr. Fiynt. That is correct. 

Mr. Seety-Brown. Can we have the same general information as 
regards the figure of 1,165 applications for the construction of hos- 
pitals and health facilities? 

Mr. Lavin. Of the 1,165 applications for the construction of hos- 
pitals and health facilities we have processed 1,059 cases. We are 
holding 106 cases which involve new constructions largely due to the 
fact that we do not have adequate allocation of steel and copper 
from the Defense Production Administration. 

We have, however, processed all under-way new hospitals which 
have come to us for assistance. We are only holding those that in- 
volve a new permit and those which are in that category are new 
starts. For all those that we have issued a permit, who have come 
to us for controlled materials, have been given the necessary 
allocations. 
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Mr. Segty-Brown. I would like to ask you a question in connec- 
tion with that: 

As to the construction of hospitals, what does the word, or what do 
the words ‘‘construction of hospitals’? mean? Does that include any 
of the material inside the hospitals? Because I would say there you 
have a real need for critical materials. In other words, materials no‘ 
in the physical structure, but I was thinking of the X-ray machines 
and beds, and things of that sort. 

Mr. Lavin. Yes, sir. When we approve a permit under CMP 
4 (c), which is the application form, that is divided into three parts. 

Part 1 is the permit and we in turn give them the authorization to 
proceed to construct. 

In part 2 we give them an allocation of controlled materials, or the 
steel, the copper, and the aluminum that are needed for job usage. 

In part 3 we give them a dollar limitation on which they can apply 
a DO rating to procure their related equipment. 

Mr. See.y-Brown. Of course, the DO has gone out of existence 
now, has it not? 

Mr. Lavin. No, sir. The continued DO system, for alphabetical 
DO’s, will continue under the CMP plan, so far as we know. 

Mr. Seety-Brown. That is all. 

Mr. McKinnon. Mr. Bishop? 

Mr. Bisnor. Thank you, Mr. Chairman and the committee, for 
inviting me up here to ask a few questions. 

First of all, in regard to the hospitals, you say that they have not 
been refused so far as you know. I am giving you now some direct 
information from a person who has been in here and who has been 
with vou for the last month. You have kicked him around to Federal! 
Security and the Health Department, and NPA, and I would like to 
know this morning, as I see Mr. Lavin is here—— 

Mr. Lavin. Yes, sir. I am Charles Lavin. 

Mr. Bisnop (continuing). And he talked to you day after day. 
Yet you have not been able to tell him where to go and I would like 
to know if you know where he should go this morning. This is Marion, 
Ill. 

Mr. Lavin. Yes, sir. I can explain that case, sir. Mr. Giles of 
Marion, Ill., applied for the Marion Hospital for 115 tons of controlled 
materials. 

We issued to Mr. Giles a DO—-45 on June 15. 

The DO—45 was then transferred to the LaSalle Iron Works and in 
turn the order was placed with the United States Steel Co. 

On July 13 the DO-45 was converted to a CMP symbol, since the 
CMP program went into effect on the 7th of July. 

That was for a third-quarter delivery. However, United States 
Steel advised that they could not make a third-quarter delivery becaus: 
their books were filled for third-quarter orders. 

We in turn have advised and told Mr. Giles that he could convert 
that third-quarter delivery to a fourth-quarter delivery, but United 
States Steel in the meantime received a freeze order under the sig- 
nature of Mr. Fleischmann for its fourth-quarter production to make a 
survey of the steel required for the industrial expansion program. 

Now we have been told by NPA that as soon as that freeze is lifted 
the hospital order will be valid and honored by United States Stee! 








SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 267 


It is a situation that is more or less out of our control since the 
Federal Security Agency issues the allocations of materials, but there 
is no control that we have to make a mill deliver if their books are filled 
or other rated orders are in ahead of such hospital projects. 

The only way that that can be done is that NPA themselves have the 
authority to issue a directive in the event that the steel mill will not 
deliver in accordance with the placed order. 

They are very reluctant to issue a directive because that means 
that some other defense order on the mill books will be delayed as 
well. So we have been told that as soon as this freeze is lifted by 
NPA, Marion, Ill., will get its steel. 

Mr. Bisnor. You froze it once and now you come back and it has 
been frozen again. Then you say you cannot do this or you cannot 
do that. That is a confusing thing, it makes for confusion among 
us Members of Congress. 

We try to explain to our constituents and in turn we are unable to 
do so. That is why you are here today, to try to explain to us how 
it can be done—that is the thing, not as a Member of Congress, and 
not as an individual, but for the good of the country. Those people 
in the programs are suffering. 

This project eo have to stop if it does not get steel within the 
next few days, or | would say in the next month, “and you people are 
aware of that, on you people do nothing about it. 

So the steel people say that if you give them a directive that they 
will deliver the steel. 

Mr. Lavin. The NPA can issue a directive. 

Mr. Bisnor. There you go again. You say NPA is the one, that 
is where we go. Now, you don’t have the control of that? 

Mr. Lavin. No, sir; we do not have control of that. 

Mr. Bisnor. We have to go to NPA? 

Mr. Lavin. For a directive. In the event that this freeze is lifted, 
probably a directive will not be necessary. NPA has advised us to 
that effect. 

Now in the event that the freeze is not lifted in time to give the 
hospital help, we will do everything in our power to secure a directive 
from NPA. 

However, the final issuance of a directive is the prerogative of NPA 
and no claimant has such power. 

Mr. Bisuor. How late have you given this information? Is this 
the first time you have given that kind of information? 

Mr. Lavin. No, sir. We have talked to NPA. 

Mr. Bisnorp. Why didn’t you tell Jack Giles that when he was 
here? 

Mr. Lavin. I explained that to Mr. Giles when he was here. 

Mr. Bisuop. Well, that is not the way he gave it to me. 

Mr. Lavin. I explained the entire situation to Mr. Giles and Mr. 
Giles was informed that Mr. Ziegler of the lron and Stee! Division 
advised us that the steel would be avails mort ist as soon as this freeze 
that NPA had issued was lifted. Mr. Giles was so informed, sir. 

Mr. Brsuor. How long have you headed this division under this 
set-up? 

Mr. Lavin. Ever since early January, sir. 

Mr. Bisuop. Of this vear’ 

Mr. Lavin. Yes, sir. 
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Mr. Bisnorp. Who heads the department which you are serving 


under? 


Mr. Lavin. It is in the Office of the Surgeon General, sir. 

Mr. Brsnor. Of the Army? 

Mr. Lavin. Of the Public Health Service. 

Mr. Bisnop. You are under Mr. Ewing? 

Mr. Lavin. Yes, sir. Dr. Shelly and Mr. Ewing. 

Mr. Brsuor. Well, this boy visited everybody except Mr. Ewing 
and I was trying to find out how to get to him, if necessary. We talk 
to your people and one of your secretaries tells us one thing and you 
tell us another. It is becoming serious, and someone should know 
where we are going. That is why you fellows are here today, and | 
hope that you can give the committee the information so that we can 
explain it to our people. They are quite concerned and very unhappy 
about it and who pays the penalty? The public in general pays the 
penalty because on our hospital program, here is a city and a county 
looking for physical help, and under the program it is all there for 
them, according to what vou have told us. Yet they are frozen for 
a certain time. You don’t have anything to do with the freeze, and 
then when you don’t, where do we go from there? 

Mr. Lavin. May I explain further along that score, sir? 

Mr. Brsuop. Please. 

Mr. Lavin. It is entirely possible under CMP for a particular mill 
to have more orders, to be in receipt of more orders, than its mill 
schedule provides. The over-all needs of the country are supposed 
to be taken care of by the issuance of a limitation of DO ratings or 
defense-related activities. 

So it is entirely possible that one steel company could have its 
order books filled, whereas there may be other steel companies which 
could fill the order. 

However, there are certain factors, too, involved, where the fabri- 
cator might have a contractual relationship with the mill which pro- 
hibits him from going to some other mill. 

And those are factors which might cause certain hospitals to 
be delayed in getting delivery on the authorizations which we issue. 
We have no control, though, over the issuance of a directive. We 
can merely recommend that a directive be issued, but we cannot 
issue one, sir. 

Mr. Bisnor. You were told, Mr. Lavin, by Mr. Giles, that they 
had steel located. The contractor had it in St. Louis ready to start 
moving to the hospital, and then something stopped it, and they 
said that a directive was needed. 

Mr. Lavin. Sir, I have been told by the LaSalle Iron Works that 
they have placed the order with United States Steel and that United 
States Steel had not been able to make a commitment of delivery to 
date because the freeze put out by NPA wason. Just as soon as that 
freeze is lifted I am confident that Marion, IIl., will get the steel it 
needs. 

Mr. Bisnop. That not only applies to Marion, IIl., but to other 
places; is that right? 

Mr. Lavin. Yes, sir. 

Mr. Bisuop. And then what happens if those boys are forced to 
go into the black market; then what does that have to do with your 


program? 
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Mr. Lavin. All we can do is to recommend the issuance of a direc- 
tive on the mill, and if NPA sees fit to issue the directive, they will 
not have to do that. 

Mr. Bisnop. Is that the third or the fourth quarter? 

Mr. Lavin. The fourth quarter. 

Mr. Bishop. When you sent out your letters just recently on the 
fourth quarter—didn’t you just send them out recently? 

Mr. Lavin. Yes, sir. They have authority to procure this in the 
fourth quarter. 

Mr. Bisuopr. Was one of those mailed to Marion? 

Mr. Lavin. Yes, sir. 

Mr. BisHop. On what date? 

Mr. Lavin. It was mailed to them—they were advised on July 16 
that they could convert that order to the fourth quarter. They 
subsequently attempted to place the order in the fourth quarter, 
but United States Steel then advised them, or advised the fabrica- 
tors, that they could not make a fourth-quarter delivery. 

However, we have been advised by the [ron and Steel Division that 
the delivery will be made just as soon as the freeze is lifted. 

Mr. McKinnon. Have they notified you when that freeze would 
be lifted? 

Mr. Lavin. We have had an informal notification from NPA that 
the freeze would be lifted this week. There has been no commitment 
on that, but they just hoped that would be so. 

Mr. Srety-Brown. Well, I would like to ask Mr. Bishop a ques- 
tion. Am I correct in following your statement? Did you say that 
people who were building your hospital actually knew where the steel 
was and that they had it available? 

Mr. Brsuop. That is right. 

Mr. Seety-Brown. | want to check into that fact. 

Mr. Lavin. I would like to know more about that myself, sir, 
because we have not been advised by Mr. Giles or anyone else that 
they had the steel available. The fabricator has said that he would 
be able to get the steel from United States Steel, just as soon as the 
freeze was lifted, but it is a question of lifting the freeze, as I under- 
stand the situation, before the fabricator can get delivery from 
United States Steel. 

Mr. Bisuopr. Well, there is a misunderstanding somewhere because 
I understood that the steel was just ready to start for delivery when 
the freeze came about, and when you people would not give them a 
directive, that stopped them. 

Mr. See.y-Brown. If that is so, if he actually has the steel—let’s 
assume for a moment that they have the steel somewhere and if that 
is actually a fact, and it can be proved to be a fact, then you gentle- 
men could expedite the delivery of the steel if it is available. 

Mr. Lavin. If the steel were available at a warehouse? 

Mr. Sre.y-Brown. That is what I mean. 

Mr. Lanvin. Or at a dealer’s place of business, there would be, as I 
see it, no problem. But I frankly think there is some confusion of 
lacts involved because if the steel were in the warehouse, we have 
given the hospital the necessary papers that they need to procure the 
steel. 

Mr. Brsuor. Then if the contractor, who is from St. Louis, Mo., 
were to call you this atternoon and tell you that the steel was avail- 
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able, and all they needed was a directive, then you would be a: 
liberty to give it to them? 

Mr. Lavin. It would not be a question of issuing a directive; no, 
sir. They have authority, if they can locate it outside of a mill, to 
procure it immediately on the papers we have already issued to them. 

Mr. Seety-Brown. If they actually have the steel in the ware- 
house? 

Mr. Lavin. Yes. 

Mr. Bisnop. They stopped it in Washington, I know, but tha 
does not have to do with hospitals. I am talking about hospitals 
That is all. Thank you. 

Mr. Lavin. Probably, Mr. Bishop, as I understand it, the fact 
that the LaSalle Iron Works, which holds a contract from the J. E 
Williams Construction Co., has placed an order with United States 
Steel, and United States Steel has been unable to deliver it because 
the NPA has frozen their delivery schedule. 

Mr. Brisuor. And in turn there has been nothing, the project has 
been going on for more than a year. 

Mr. Lavin. They have only filed, however, for the materials —the 
order was placed by LaSalle Iron Works with United States Stec! 
on April 24. 

Mr. Bisnop. Of this year? 

Mr. Lavin. Yes, sir. 

Mr. McKinnon. Wasn’t that long before the freeze? 

Mr. Lavin. Yes, sir; that was before the freeze. 

Mr. McKinnon. When was the freeze put on? 

Mr. Lavin. The freeze was put on about 2 weeks ago. 

Mr. McKinnon. Why did United States Steel not fill the order long 
before that? 

Mr. Lavin. The schedule on that is a little complicated. First 
LaSalle placed the order on April 24 and United States Steel neither 
accepted the order nor rejected it. They did say that a DO rating 
was required. This was in advance of the CMP. 

Mr. McKinnon. Then did you issue a DO rating right away. 

Mr. Lavin. Yes, sir. When they got in touch with us, we issued 
them a DO rating on June 15. LaSalle applied the DO and notified 
United States Steel that they have received a DO. In the meantime 
United States Steel did not at that time either accept or reject th 
order. 

So in the interim, the CMP came along, and we authorized tl. 
conversion of that old DO number, which was a spot-assistance cas: 
to a controlled-materials number on July 13. The hospital and ¢! 
contractor were authorized to apply an F (3)—3 (q)-51, which means « 
controlled-materials number for delivery in the third quarter of 195! 

On July 16 they applied the cortrolled-materials order, the F—(3 
(q)-51, and United States Steel, said that they could not accep 
delivery. That was the first formal word that they could not accep! 
delivery in the third quarter. 

Mr. McKinnon. What reason did they give? 

Mr. Lavin. Because their books were filled. 

Mr. McKinnon. For the third quarter? : 

Mr. Lavin. For the third quarter, yes, sir. So we then authorized 
the hospital to reapply in the fourth quarter to United States Ste 
and on July 16 LaSalle Iron Works applied an F (3)—4 (q)-51. 
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Mr. McKinnon. As the Q’s go up, does that mean more or less? 

Mr. Lavin. No, sir, that is the symbol, No. F (4) is the fourth 
quarter, so they placed an order with United States Steel for delivery 
in the fourth quarter. So between the 16th of July and the 30th they 
learned that United States Steel had still not accepted or rejected the 
order. 

Then in this interim the freeze came out, issued by NPA, which 
prohibits them from accepting the order for the fourth quarter. 

Now, we have been told by NPA that this freeze will be lifted, 
which will allow the order to be honored by United States Steel in 
due course. 

Mr. McKinnon. Mr. Dalmas, I believe you had a question a 
moment ago. 

Mr. Damas. I wanted to know how much steel we were talking 
about and what kind of steel. 

Mr. Lavin. It is 115 tons of structural. 

Mr. Dautmas. What size structural? 

Mr. Lavin. I do not have the figures on that with me, sir. I 
might be able to give you that. Let me see. One hundred and 
fifteen tons of structural steel. 

Mr. Daumas. Beams, probably. That is the only item of steel 
that is holding up the project, is that correct? 

Mr. Lavin. Yes, sir, so far as I know. 

Mr. Daumas. Well, the NPA told us up here the other day, Mr. 
Chairman, that they had set aside 50,000 tons of structural a month 
in the fourth quarter and asked the structural mills—and there were 
only two or three companies that could roll the heavy structurals, we 
understand—and they asked them to go ahead on that basis and that 
later on tickets would be issued to take up that 50,000 tons as well 
as the balance of the structural, which I think is something over a 
million tons that they expect to be rolled in the fourth quarter. 

And last week they told us, NPA told us, that those tickets were 
being issued. 

About that time you wrote your tickets for the fourth quarter, is 
that correct? 

Mr. Levin. Yes, sir. 

Mr. Daumas. And the allocations by DPA on the supply that 
seems to be available, the claimant agencies were only supposed to 
issue tickets within that particular allocation, is that correct? In 
other words, DPA allowed the Office of Education 94,614 tons of steel. 
Now, how much of that is structural? 

Mr. Lavin. Well, of our Public Health Service—— 

Mr. Daumas. Pardon me. Hospitals 71,299. How much structural 
do you have of that? 

Mr. Lavin. Twenty-one thousand. 

Mr. Daumas. You have 21,000? 

Mr. Lavin. Yes. 

Mr. Daumas. For how many hospitals have you allocated that 
steel? 

Mr. Lavin. We have received applications for 1,165 hospitals in 
the fourth quarter. 

Mr. Daumas. Does that 21,000 tons of structural take care of 
those 1,165 hospitals in the fourth quarter? 

Mr. Lavin. It has taken care of all under-way projects in the 
fourth quarter; yes, sir. 
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Mr. Daumas. How many projects is that? 

Mr. Lavin. One thousand fifty-nine. 

Mr. Daumas. Is the Marion, IIl., hospital in that 1,059? 

Mr. Lavin. No, sir, because they are charged to the third-quarter 
allocation. 

Mr. Daumas. Now, wait aminute. This Marion job was taken out 
of the third quarter and they were allowed to apply for the fourth 
quarter. 

Mr. Lavin. That is right, sir, but under the bookkeeping and ac- 
counting system, at the moment, that DPA has approved, that third 
quarter is still chargeable to the third-quarter allotment, and we 
had a sufficiency to take care of it in that third-quarter delivery. 

Mr. Damas. Well, they could not fill the order in the third quarter 
and they have been allowed to put it into the fourth quarter. Now, 
how many hospitals do you have in that same boat? 

Mr. Lavin. I don’t know of any others, sir, that are in that position. 

Mr. Daumas. Well, you have 1,059 that you have allocated for the 
fourth quarter and 1,165 applications, so that leaves 106 that some- 
thing is happening to. 

Mr. Lavin. Those are new starts and we are unable to approve those. 
We are still holding applications for 106 new starts and we have 
appealed to NPA for additional 

Mr. Daumas. Isn’t Marion either in the 1,059 or 106? Which one 
is it in? 

Mr. Lavin. It is in the 1,059 category. It is an approved project, 
under way. 

Mr. Dautmas. And you say you have allocated steel for the fourth 
quarter for 1,059 hospitals? 

Mr. Lavin. Yes, sir. 

Mr. Daumas. And that Marion is included in that? 

Mr. Seevty-Brown. No; it is not. 

Mr. Damas. It is supposed to be in that I believe. But now, 
then, on top of that you tell us that it cannot be filled because it is a 
third-quarter allotment. I am thoroughly confused about this thing 
myself. 

Mr. Bisuop. So am I. 

Mr. Lavin. May I explain it this way, sir: 

The Marion, Ill., project received a third-quarter allotment. 

Mr. Datmas. Which could not be filled in the third quarter. 

Mr. Lavin. Which could not be filled in the third qurater. How- 
ever, that was extended to the fourth quarter. 

Mr. McKinnon. What makes you think if they cannot fill it in the 
third quarter that they will be able to fill it in the fourth quarter? 
Steel production in structural steel has not gone up in that high a 
ratio, has it? 

Mr. Lavin. Well, orders were placed fairly late for getting into the 
third-quarter deliveries, you see. 

Mr. McKinnon. Wait a minute. You approved that in June, did 
you not, on a transfer? That was still in the second quarter, so if 
could not have been placed very late. It was placed before the third 
quarter commenced. ‘ 

Mr. Datmas. Asa matter of fact, the steel order was placed in April 

Mr. McKinnon. But that was on DO’s? 
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Mr. Lavin. That was on DO’s. It was actually placed on a con- 
version. It was converted on July 16. 

Mr. McKinnon. July 16? I thought you said that you approved 
a change in June there in the form of an order. 

Mr. Lavin. It was changed from a DO to CMP for the third 
quarter. 

Mr. McKinnon. Along around June 21? 

Mr. Lavin. In June; yes, sir. Then it was converted to a fourth- 
quarter one, and that seems to be the difficulty, that the fourth 
quarter deliveries are frozen. 

Mr. McKinnon. I am afraid you are indicating just the thing that 
this committee has feared for a long time, that the CMP tickets are 
being issued in excess of what the steel production is, and some of the 
small boys along the line, like the Marion hospital, are getting 
pinched. 

Mr. Lavin. It is entirely possible that certain mills would receive 
more orders than they could fill; yes, sir. 

Mr. McKinnon. Has LaSalle Iron & Steel given you any indica- 
tion that they cannot place their orders with anybody other than 
United States Steel? 

Mr. Lavin. Yes, sir; I believe they tried to place orders with 
Inland Steel and Bethlehem Steel. 

Mr. McKinnon. Then this thing comes out, you have given out 
tickets for structural steel for a capacity that is not being produced, 
and somebody is ending up with a minus quantity, and it happens to 
be a little hospital out in Marion, Il. 

Mr. Lavin. It is entirely possible, because under the present CMP 
system there is no individual control at any one mill. It is an over-all 
control. In other words 

Mr. McKinnon. We understand that. They tell us, too, that they 
are issuing more tickets than there is steel available, but they expect, 
on the basis of the old War Production Board history, that there will 
be an attrition that will miraculously balance off the supply and 
demand. 

Now, we are finding in an individual case, like in Mr. Bishop’s 
ease, that it is causing complications and it is causing delay and it 1s 
causing expense, but it is not getting the hospitals built. 

Mr. Seety-Brown. Where will his application fall in the account- 
ing system which you have described, if it is not one of the 1,059, 
as | understand it? 

Mr. Lavin. May I correct my statement on that, sir. It is one of 
the 1,059. 

Mr. Srrery-Brown. In other words, it is included among those that 
are definitely to receive steel in the fourth quarter? 

Mr. Lavin. Yes, sir. 

Mr. Seety-Brown. I want to make sure that the paper on the 
accounting system is not just lost completely. 

Mr. Lavin. No, sir. 

Mr. McKinnon. How much structural steel were you authorized 
to issue tickets for in the third quarter? 

Mr. Lavin. Approximately that same amount. 

Mr. McKinnon. Twenty-one thousand tons? 

Mr. Lavin. Yes, sir. 
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Mr. McKinnon. So you have gotten no increase in the fourt! 
quarter over the third quarter. 

Mr. Lavin. That is right. There was a slight decrease. 

Mr. McKinnon. The 21,000 tons that you were allocated is charge- 
able to the third quarter? 

Mr. Lavin. Yes, sir. 

Mr. McKinnon. You have issued, let us say, 21,000, that is an 
even number, for the actual amount of structural steel that you have 
in your bank account. Now, you have drawn on your bank accoun: 
for the third quarter for, I imagine, 21,000 tons? 

Mr. Lavin. Yes, sir. The third-quarter bank account has been 
exhausted. 

Mr. McKinnon. And now you will issue full tickets for the 21,000 
tons for the fourth quarter in which Marion is not included. So 
you issued 100 tons or 1,000 tons, or whatever the ticket is for 
Marion 

Mr. See iy-Brown. It is 115 tons for Marion. 

Mr. McKinnon. Or 115 tons for Marion, now, in effect, if you 
have issued a full set of tickets for the fourth quarter for hospitals 
other than Marion, and you still have 115 tons hanging over from 
the third quarter for Marion plus probably others that are in the same 
category, you are issuing tickets in excess of what your allotment is 
for the fourth quarter? 

Mr. Mixes. I believe Mr. Lavin corrected his testimony on that 
score, if | understood him correctly. 

Mr. Lavin. Yes, it is one of the 1,059 projects. 

Mr. McKinnon. That is all right, but at the same time, you see, 
we are talking about how much steel you have to draw on. You 
have got 21,000 tons of structural steel to draw on in the third quarter 
and a like amount in the fourth quarter. You drew on this Marion 
operation in the third quarter. The steel company did not have the 
steel to deliver it in the third quarter. Now, they were producing 
21,000 tons of steel, plus a lot more for different categories, but the 
were unable to take care of delivery because they did not have suilli- 
cient production in the third quarter. Now, they have got to make 
their production up in the fourth quarter, not only the 21,000 tons 
that you have available to assign in the fourth quarter, but in addition 
they have to pick up that 115 tons from the third quarter in the 
fourth-quarter production. If they were not able to do it in the third 
quarter how can Marion or any other hospital get full tonnage in 
the fourth quarter? In other words, you are overdrawing your bank 
account. 

Mr. Seety-Brown. Did you overdraw your third-quarter bank 
account to start with? 

Mr. Lavin. We have a zero balance, virtually, on the third quarter 

Mr. See.y-Brown. A zero balance obviously as regards steel, but 
is it a zero balance as regards the allotments of steel? 

Mr. Lavin. Yes, sir. 

Mr. Seety-Brown. In other words, the record will show that you 
did not issue any more allocations of steel for the third quarter than 
you had steel available to allocate? 

Mr. Lavin. That is right. : 

Mr. McKinnon. You see, the crux of the situation comes down in 
the over-all DPA and NPA assignments. They have been issuing to 
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hospitals, to schools, to plant expansion, to oil, to railroads, and to 
defense, more steel than is natalie being preduced in the hope that 
there will be a certain attrition along the line. Now, apparently 
there is not attrition along the line, and as a result we have small 
orders lingering on the vines and people cannot get delivery. The 
little fellow suffers, and the Marion hospital happens to be one of them. 

Mr. Lavin. May I add at this point, sir, the reason that Marion, 
[ll., is suffering at the moment is not due to an over-order on the books, 
but it is due to the freeze that NPA has temporarily issued, and we 
have been assured by NPA that as soon as that freeze is lifted that the 
order shall be taken care of. 

Mr. McKinnon. When did you say the freeze went into effect? 

Mr. See_y-Brown. Ten days ago, I believe you said. 

Mr. Lavin. About 10 days ago. 

Mr. McKinnon. Well, here is an order that the steel company 
turns down; they cannot fill it because their books are full. 

Mr. Lavin. Because of the freeze, sir, at the moment. I mean, they 
have not said they have turned it down for the fourth quarter because 
their books were full. 

Mr. McKinnon. But they turned it down for the third quarter 
because their books were filled—because of the freeze now, but in the 
third quarter because their books were filled. 

Mr. Lavin. That is true. They did in the third quarter. But the 
mere fact that one mill has an overload of orders does not mean that 
Nation-wide NPA has issued more tickets than capacity. 

Mr. McKinnon. Didn’t you tell me that they went to Bethlehem 
and another one? We know further that structural steel is limited to 
a very few companies. Now, I don’t see where delivery in the third 
quarter has been altered one bit by the freeze. They were turned 
down before the freeze was put into operation because their books 
were filled. 

Mr. Lavin. You are right, sir. The initial delay was occasioned 
by the fact that the third-quarter mill schedules were filled by the 
time this particular order reached the mill schedule, but you must 
keep in mind that those mill schedules sometimes have 60 to 90 days 
and sometimes 120 days lead time. 

Mr. Damas. I would like to point out there that the lead time on 
structural is 45 days. 

Mr. Lavin. Yes, sir, on structural. However, LaSalle was late in 
placing the initial order for delivery in the third quarter because they 
placed it on April 24 without any rating. 

Mr. McKinnon. They had a DO rating, didn’t they? 

Mr. Lavin. No, sir, they did not. They did not get a DO rating. 
They applied for the DO rating June 15. 

Now, the third quarter started July 1. 

Mr. McKinnon. When did they get the CMP ticket from you? 

Mr. Lavin. I don’t have the exact date on that. I have the date 
on which they applied the order. 

Mr. McKinnon. How much lag time was there between the time 
you issued the CMP ticket and when they put it into the mill? 

Mr. Lavin. I will see if I can locate that information for you, sir. 
I don’t imagine it would be more than a few days. 

Mr. Mixes. Mr. Chairman, while Mr. Lavin is looking up this 
point, I would like to point out what I am sure the chairman and 
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members of the committee recognize, and that is that during this 
early period of trying to get CMP in operation, there are difficulties 
of adjustment which have to be worked out very carefully. In con- 
nection with this particular case I am glad that the record shows that 
the steel company has indicated that they are ready to release the 
steel as soon as the freeze order is lifted. 

I feel confident that in this particular case we can get straightened 
out before too long. What I am really even more concerned about is 
the over-all picture in terms of the allocations of steel and other 
materials for the fourth quarter when the shortages are really going to 
bite into school and hospital construction, so that unless additional 
allocations are made we are going to be faced with the need for turning 
down a great many applications for the initiation of projects which 
ought to be started. 

Mr. McKinnon. Of course, that is true all down the line. L 
every category, you are finding the claimant agency asking for far 
more steel than it is possible to allocate. 

Mr. Mixes. Right. 

Mr. McKrnnon. So everybody has taken a cut. Of course, it is a 
matter of opmion and how you look at the thing, and I would naturally 
expect you fellows to feel that schools and hospitals are far more im- 
portant than railroads and the oil business and things like that, but 
the man sitting at the top of the policy committee has to weigh all of 
those things. 

Mr. Mixes. He has an extremely difficult job which I do not env 
him on. 

Mr. Seety-Brown. While the other matter is being checked into 
do you remember when the freeze order was issued, why they said 
they were issuing it? 

Mr. Mixes. Yes, sir. 

Mr. See.y-Brown. I don’t want to interrupt vou. 

Mr. Friynr. As I understand it, Mr. Congressman, it was set down 
in order to give the NPA and the DPA an opportunity to see where the 
defense plant orders stood, that is the best understanding I have had 
of it. 

Mr. See.ty-Brown. In other words, they put the freeze on in 
order to determine what steel would be available for plant expansion? 

Mr. Fiynr. That is what we were told informally. 

I think, speaking from the chairman’s point of view, we feel the need 
of all these things, too, on this school and hospital construction, and 
it has been very difficult to get them up to this level, and we very 
much hate to see a break in it, because of the difficulty of financing and 
the enormously complicated plan involved in keeping the thing going 

Mr. Seery-Brown. When new applications come in to you gentle- 
men, do you explain to the applicant the difficulties which you face 
at the moment, or do you tell them to go ahead and, “‘We will try to 
figure a way to get you steel later’’? 

Mr. Fiynvr. No, sir’ We have warned them. We have a mailing 
list which represents all of our clients, the important people who dea! 
with us, about 14,000 of them, and we issue bulletins constantly 
telling them how much steel we have. That is a matter of public 
information, and we tell them that we believe it is going*to become 
progressively rougher. In actual fact, we fall short about 40 percent 
of having enough steel to meet our needs. That is a major policy. 
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We can squeeze a few tons out for the individual cases, but if we 
don’t get considerably more tonnage, we will not be able to approve 
any more of these cases. 

Mr. McKinnon. | believe you asked for something like 140,000 or 
150,000 tons? 

Mr. Fiynr. We asked for 196,000 and got this amount, 94,000. 

Mr. McKinnon. Then you were cut down for more than 40 percent. 

Mr. Fuiynv. Well, there is some slippage, and I hesitate to use 
that term, but there are a good many of these cases which were 
actually in advance of the time they needed it, but the 196,000 tons 
was a pretty firm figure and we got 94,000. But when we find the 
cases from the third quarter, we do find that there is some attrition, 
in fact, and we could probably get along with what we have asked for, 
which is about 159,000 tons, but we don’t know yet whether we will 
get that or not. 

Mr. McKinnon. You are only getting 94,000? 

Mr. Fiynr. We are only getting 94,000 and when we have ex- 
hausted that we can go no further. 

Mr. McKinnon. Mr. Lavin, do you have your figures now? 

Mr. Lavin. Yes, sir. The order was converted to a valid CMP 
third-quarter order on July 7, and it was issued on July 13, and they 
applied the third-quarter CMP order. Now, that is already into 
the third quarter, you see. 

Mr. McKinnon. They were told at that time that the books were 
filled and they could not honor it. 

Mr. Lavin. Yes, sir. 

Mr. McKinnon. And at a later date they said that if the freeze 
was lifted that they would make delivery in the fourth quarter? 

Mr. Lavin. That is correct, sir. 

Mr. McKinnon. Do you have any idea of what time in the fourth 
quarter? 

Mr. Lavin. No, sir. 

Mr. McKinnon. How many other cases do we have like Marion 
that have been held up while they are in the stage of getting under 
way? 

Mr. Lavin. I don’t think we have had more than 2 or 3 of this type 
out of a total of 1,059, of the total of 1,059 that have been issued, 
there are only, well, not more than 3 that I can recall including Marion, 
so it is not a general widespread situation. 

Mr. McKinnon. Well, Mr. Bishop, I know you have not gotten 
the answer you wanted exactly, but has this kind of clarified the situa- 
tion, as to the steel situation, as to what we run up against? 

Mr. Bisnor. No, sir I am quite concerned for the good of the 
whole program. I think that these men are trying to do the best they 
can, but so many are so unfamiliar with what is going on, that is all, 
and I think definitely that they should, within their own organization, 
formulate something so that they can give us a definite answer on 
these things. 

They go around and get the individuals who come here and stay 
for weeks and visit with them, and they shift them from one place to 
another, and at the present time we have no directives being sent out. 

Mr. Srety-Brown. You expect the freeze to be lifted in 10 days, 
or at least you hope so? 

Mr. Lavin. We were advised by NPA about 10 days ago that it 
would be lifted in about 10 days. 
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Mr. Seevy-Brown. Will they be given enough of a priority so that 
if the freeze order is lifted by the Ist of September they can come in 
under that fourth quarter? 

Mr. Lavin. Yes, sir. 

Mr. Srery-Brown. And get their steel in the early part of the 
fourth quarter? 

Mr. Lavin. I am very hopeful of that, sir. 

Mr. McKinnon. Mr. Bishop puts his finger on one thing that | 
am sure you men are familiar with: When we get into this sort of 
control system and we do not have enough of the things that every- 
body wants, there is a lot of misunderstanding, and there is a lot 
of confusion. You men are very close to the job. You understand 
the picture very completely and you can talk the jargon of your own 
shop, but a fellow coming in from some place out in the United States 
and not being familiar with the intricacies of Washington, does not 
understand all these things. The way you handle that man and th: 
way you explain these things and take him back through the whole 
process and give him the picture, has an awful lot to do with coopera- 
tion, compliance, sympathy, understanding, and patience. 

I am sure you men understand that, but I think sometimes it would 
be well to take your staff and explain the problem so that when a 
man calls on one of your staff members, that staff member will go along 
with him in very progressive stages, just like when you take a kid 
into a primary class, you take him up. through the various grades of 
education. You have an educational program to do, too. It will 
help get public cooperation and understanding if you can handle 
those people in that way. 

I can understand Mr. Bishop’s being bewildered, and I would be, 
too, except that a few of us have been in on this thing for several days, 
and we are beginning to understand what the problem is. 

Mr. Lavin. I personally talked with Mr. Giles, sir, and explained 
to him that his third quarter order was placed rather late to get into 
the third quarter, and we converted it to the fourth quarter. We 
were hopeful that it would have been immediately accepted in the 
fourth quarter, but due to this unfortunate coincidence of this freeze 
his order has not yet been honored in the fourth quarter, which was 
due to circumstances beyond our control. 

Mr. Seety-Brown. Would it be possible when this situation is 
clarified that Mr. Bishop could be notified and could you gentlemen 
also notify Mr. Dalmas, so that we would be informed about it? 

Mr. Lavin. We will be very glad to do that. 

Mr. Seety-Brown. I know that all of us on the committee are 
interested to see if we cannot work the thing out promptly. 

Mr. Bisuop. I definitely want to play on the team. But I cannot 
pitch and catch both, but I want to play the position along with you 
and try to make the program work. 

The only thing of it is that so far we do not seem to be able to 
make it clear to the people who are directly involved, and this man 
goes back to his community and tries to explain it to his committee, 
which he is unable to do. 

So if I can be of service along with the program, not only in my 
district but anywhere, why, I want to cooperate in every way | 
possibly can, and if you will do as they have just requested, I am sure 
that it will help a whole lot. 
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Mr. Lavin. I will be very glad to do that. 

Mr. Bisuor. Thank you for the information. 

Mr. McKinnon. Now, Mr. Curtis was unable to be here today, 
but he did have some questions in mind and he sent his administrative 
assistant, Mr. Wolf, here. Mr. Wolf, do you have some questions? 

Mr. Wo tr. As I understand, from sitting here this morning, the 
steel is gone, so far as schools and hospitals are concerned, and there 
is just not any more. Now, I believe that the claimant agency 
asked for additional steel of NPA several days ago and that an appeal 
was made. I have not heard the answer, although I infer from what 
is going on that the appeal was unsuccessful. 

Mr. Fiynr. We don’t know. Mr. Lavin and I appeared before 
the committee on Friday afternoon but we have had no decision 
communicated to us as yet. 

Mr. Wo tr. So there is hope for more steel? 

Mr. Lavin. We have asked for an additional 15,252 tons of steel 
over and above what was allocated. We have asked for 815,000 
pounds of copper. 

Now, we have indicated that if those two amounts are made avail- 
able to us that we should be able to process the 106 new starts, which 
we are holding up, plus the late projects under way that are not in, 
but we know will probably come in, plus the new starts which will 
come in for the fourth quarter which are not here yet. 

Mr. Woxr. And you are referring there to hospitals? 

Mr. Lavin. Yes, sir. 

Mr. Fiynt. We requested 65,000 tons of steel, in round numbers 
additional, and in respect to that to take care of 907 cases which 
reached our office within the deadline set. 

| think from a practical standpoint it should be pointed out that 
knowing what we know about the mill schedules that Bethlehem and 
United States Steel are the only two rollers of wide plant structural 
in the country, that it is not going to be practicable for them to fill 
their rated orders after now no matter what sort of paper is given. 
They would not have been able to do it under a noncontrolled situa- 
tion. So we expect, with the allotment of structural which has 
proved to be adequate so far, that with this tonnage we will be able 
to fill the needs of the 907 cases who are entitled to assistance. The 
others will have to move over to the fourth quarter. 

Mr. McKinnon. Then you infer that this steel shortage has not 
been created by the priority system, and if we did not have the priority 
system, we would have had a lot of material being given out that was 
not going to be used at once but was going to be put on the shelf, 
whereby through the CMP we are able to expedite the most urgent 
matters? 

Mr. Fiyntr. That is right. I would like to say, in fairness, that I 
believe that is true. We have had a number of instances similar to 
the Marion, IIl., case. We have had 23 such cases in the field of higher 
education alone, but we have usually been able to handle them by 
one way or the other in getting them transferred to another supplier, 
getting them a directive, or getting the Steel Division itself to use 
informal means of giving it to them. On some we have had to give 
fourth-quarter tickets out, but we have had the experience of suppliers 
attempting to place orders with mills with whom they have never 
dealt historically, and we have had a complete disruption of the 
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normal relation with clients. That is, many suppliers are trying to do 
business with fabricators and steel mills whom they have never dealt 
with before. 

There is statistical duplication of orders that we have run across in 
our records. I think with this load placed on us, with about | ,500 
cases, that we have not had more than 25 or 30 who have run into 
trouble. 

Mr. McKinnon. Of course, the 25 or 30 make all the noise and the 
other fellows who are satisfied just purr? 

Mr. Fiynr. That is what I say, and it usually happens to some of 
our best friends, unfortunately. 

Mr. Wo tr. In talking with Mr. Bishop here, I understand that in 
the Defense Production record a statement is made that if you could 
get your steel or controlled materials completely delivered by Sep- 
tember 30 that you need not have any concern with the CMP program 
I understand that that was an unfortunate error that was made by 
someone, is that right, that that is no longer true? 

What I am referring to is the last issue of the Defense Production 
record in which I was reading at great length, and I saw what | 
thought to be an exeellent loophole, if you could get the steel on your 
job by September 30, even though it exceeded the amounts which 
would ordinarily require you to seek allocation, that vou could forget 
about it? 

Is there a comment on that? 

Mr. Lavin. Well, I believe that that article was referring to orders 
under the permit system. For instance, hospitals under the old 
system, if they used less than 25 tons of steel, did not have to appl 
for a permit. The new order M-— (a) is revised to provide that any 
hospital using over 2 tons of steel will have to have a permit. 

Now, unless in this interim period they have it on the job, they 
apparently would not need the permit between now and the beginning 
of the fourth quarter. 

Mr. Wotr. Would I be safe, then, in responding on a school project 
where they say they cannot get the steel allocated, can I say, “O. K 
get your steel, get it on the job by September 30, and forget about 
your CMP allocation request”? That is not true, I take it from talk- 
ing to Mr. Bishop. But that was the burden of this article in this 
Defense Production record. 

Mr. Lavin. I would say that their safest bet would be to get ar 
allocatiov. Do they have it on the project? 

Mr. Wor. No, they do not have the steel on the project in sufficient 
quantities to complete the job, but they have some steel. 

Mr. Fiynv. If it is in possession of the steel and the steel is on the 
ground, that is one thing. . Many people say, “Yes, we know where 
the steel is,’ but we issue the ticket for it and the supplier, sir, is 
entitled to push that ticket on back to the fabricator, and when li 
attempts to replace his inventory with it, he finds that it will net work. 
So it will not work unless the steel is on the ground at the beginning 
of CMP. 

Mr. Wo tr. In other words, it is not a practical relief? 

Mr. Fiynt. No, sir. 

Mr. Wotr. I am looking at page 3 of the prepared statément, and 
you have No. 1, construction for replacement in flood damage. That, 

assume, would be a relatively small amount? 
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Mr. Fiynr. About 3% percent of the total. 

Mr. Wo tr. Then No. 2, projects for relieving overcrowded schools 
and to provide for immediate future enrollments. 

Then within those there must be cert: Lin * peeuecs Those two 
would be the bulk of your operations, 2 and : 

Mr. Fiynv. Well, the basing point of our urgency of need is the 
elementary school, which must be constructed to house children 
for whom no seats are available 

Mr. Worr. I was speaking with Mr. Orcutt in, I believe possib ly 
your office, and he indicated that those projects which wer under 
construction would receive primary consideration and then following, 
those which had their financing and were presently paying interest on 
that. 

Mr. Fiynr. That is another approach in terms of chronology. As 
a matter of fact, we consider that with the inauguration of controls 
it would be wise to sustain those people who are already under con- 
struction. We did not want any half-empty buildings. 

Secondly, the group financing expend their funds on their plants, 
those who have plants and are paying interest on the money, should 
get second consideration. Those normally would begin in the third 
quarter of those whose plants are relatively immature, that is, they 
have not yet raised their own money, we feel that they can go forward 
with full consideration of all the factors that exist in a controlled 
situation. 

Mr. Wotr. Then those first two considerations, construction under 
way and financial arrangements made, in that order, those two groups 
can reasonably expect to get steel for the fourth quarter? 

Mr. Fiynt. They have already been given steel for the fourth 
quarter insofar as we could. 

Mr. Wor. Well, | am stuck on one particular thing in that situa- 
tion, and apparently that outfit is not getting steel. I suppose that 
sa direct inquiry that I would have to make, but generally speaking, 
is it a favorable place te be in? 

Mr. Frynr. At this moment I cannot guarantee that every indi- 
vidual case out of the several thousand that there has not been some 
bogging down, due to failure to fill out forms directly, or to give full 
information, and some circumstances made it difficult to handle the 
case, but we will be glad to go into any individual case. 

Mr. Wouxr. But if they do have financing and are paying interest 
on it, it is a fairly safe bet that they will get the steel? They have 
got the financing and are paying interest, and their plans are made, 
and their applications are in; where do they stand? 

Mr. Fiynvr. If they expect to start in the fourth quarter we have 
no steel to give them no matter how high their priority, we just don’t 
have it. They would be in a favorable position, but we would not 
have steel to meet their needs. 

Mr. McKinnon. Your allocations are made, as I understand it, 
pretty much in accord with what the urgency of the situation is; 
is that not true? 

Mr. Fiynt. As best we can apply our criteria, sir. 

Mr. McKinnon. If you don’t have enough steel to go around, you 
will take the most urgent projects first? 

Mr. Fiyntr. Yes. This group of items on page 3 are either com- 
pletely prohibited or very seldom approved, except in the case of an 
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unusual hardship, where we are authorized to grant hardship excep- 
tions. 

Mr. See.ty-Brown. How carefully do you check, sir, the actua| 
construction plans and records as to whether or not there is a gre: 
waste of steel in the building that it is proposed to build? 

Mr. Fiyntr. We screen each individual case to the index averag: 
but we don’t have enough of a staff or enough time to give a re: 
stripping job to the blueprints. However, we know how much ste. 
should be used for each million dollars and if it is unusually high aboy 
that, we screen it down to the average, giving some regard to tha 
however, to certain examples. For example, there are certain stan: 
ards in certain sections of California that require heavy constructi: 
because of earthquakes, and we have the same problem in other areas 

Mr. Szery-Brown. How about the school, for instance, where y: 
have an auditorium that is built right into the school and the aud 
torium will, in fact, be for public use as well as for school use? 

Mr. Fiynt. Well, the stand will be that there will be no space fo 
spectator seating and that all that space be used for instruction: 
purposes. We do not turn down that type but we require them | 
make full space use of the building. 

We have had a number of those cases. 

Mr. Wo xr. In relation to the school, what is the minimum amount 
below which you need not seek allocation? 

Mr. Fiynr. Two tons of steel and 200 pounds of copper. 

Mr. Wotr. Could a school proceed to lav its foundations and po: 
its concrete, using what steel they have, or would there be an obje: 
tion to starting a project before the full allocation is made? 

Mr. Fiynv. I believe that it would be unwise to start it. No on 
would know what category they turn up in. 

Mr. Lavin. It is definitely against the regulations for them to 
start. They would be in violation of CMP 4 (a). 

Mr. Woxr. They must not start until they are authorized? 

Mr. Lavin. That is right. 

Mr. Wor. Would the CMP allocation supersede the authority to 
commence construction, that they might previously have had, whic! 
had a deadline in it? For instance, we get cases where there is «1 
authority to commence but they should start building before Sep- 
tember 1. For instance, will your CMP supersede that in all cases’ 

Mr. Fiynt. Schools and hospitals were brought under the permit 
system on May 3 and until the CMP went into effect permits wer 
issued using the old application form, F-—24, and it had a 60-la) 
limitation, but under CMP that limitation has been removed, so yo 
need not give concern to the 60-day limitation. 

Mr. Damas. I have just one question. Will you put in the recor 
the amount of steel that you requested of DPA for the hospital 
program? 

Mr. Lavin. Yes. 

Mr. McKinnon. It will not be necessary to read it. Just give | 
to the reporter. 

Mr. Lavin. Yes. 


; 
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(The figures referred to above are as follows:) 


Fourth quarter—Hospitals 


Steel Copper 

(tons | (pounds 
Controlled materials requested ideal | 85, 942 3, 005, 987 
Controlled materials allocated 71, 299 2. 190, 000 
Deficit ‘ : | 14, 643 815, 987 


Mr. McKinnon. I want to thank you gentlemen for coming up 
here. ‘I know so far as my own district goes that we have had a lot 
of business with the Department of Public Education. We did not 
get all the steel we wanted, but we did get some good attention. 

I want to say in closing that it always strikes me as a great waste 
in school plant operation that, normally speaking, we use our schools 
only two-thirds of the vear and we let them sit idle the other third. 

Possibly in the old times we could afford to follow that kind of a 
system, but it seems to me that the school leadership should give 
thought to having three semesters a year instead of two, thereby 
increasing the usage nearly 50 percent, and today with steel and 
building requirements very much behind, I think you will have to 
look into a better utilization of what we have now instead of trying 
to build more when you don’t have enough raw materials to do it 
with. 

Thank you very much. 

Mr. Mires. May I just clarify one point that you brought up 
earlier? You mentioned the fact that apparently more tickets were 
being given out, so to speak, than critical materials were available. 
I wanted to clarify our procedure within the Federal Security Agency 
to assure you that within the allocations made to us by the Defense 
Production Administration We are careful to see that the allocations 
made are completely in line, and that the applications do not total 
more than we are able to produce. 

Mr. McKinnon. Well, we are glad to have that reassurance, Mr. 
Miles. However, just so you will know where you stand with your 
bank account, when you are given 21,000 tons of steel, and all the 
other claimant agencies are allowed their tonnage, that tonnage totals 
more than the steel production. So sometimes when you issue tickets 
you cannot be sure that the fellows will get what you are giving them 
tickets for. 

Thank you very much. 

Mr. Mixes. Thank you, sir. 

Mr. McKinnon. Our next witness will be Mr. John R. D. Ranson 
who is Deputy Director of the Agricultural Machinery and Imple- 
ment Division, National Production Authority. 

Mr. Ranson, do you have anybody that you want to bring up with 
you? 

Mr. Ranson. Yes; a couple of cohorts. 

Mr. McKinnon. Well, will you have them identify themselves 
for the record. 
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Mr. Lerner. My name is R. W. Leiner, and I am counsel for the 
Agricultural Machinery and Implement Division, NPA. 

Mr. Onerm. My name is Curt Oheim, and I am Director of the 
Agricultural Machinery and Implement Division, NPA 


STATEMENT OF JOHN R. D. RANSON, DEPUTY DIRECTOR; R. W. 
LEINER, COUNSEL; AND CURT OHEIM, DIRECTOR, AGRICUL- 
TURAL MACHINERY AND IMPLEMENT DIVISION, NATIONAL 
PRODUCTION AUTHORITY 


Mr. McKinnon. Do you have a prepared statement, Mr. Ranson? 

Mr. Ranson. No, we do not, sir. 

Mr. McKinnon. Then you just proceed in your own way. We are 
very much interested in what you are doing and what your problems 
are, and we will have a few questions to ask you before you get 
through, but we will be pleased to have a statement from you. 

Mr. Ranson. Informally, | think we are largely in the same position 
that many other divisions are. We have few troubles that material 
would not cure now, particularly the actual getting of the material 
after the tickets are issued to applicants. Generally speaking, we 
think our third-quarter experience has been good, that is, the great 
majority of the applicants have gotten the material they went afte: 
or sufficient to carry on. 

This industry of farm machinery has one thing peculiar about it. 
Perhaps, in thes it depends upon small quantities of a great variety ' 
materials, it is peculiar. There is a little of half-ine +h round and ; 
little of some eihling else, and different analyses, and so on, and it fekioe 
it quite a procurement problem. 

Mr. McKinnon. In small quantities, very usually? 

Mr. Ranson. Sometimes the small quantities are harder to obtain 
than normal mill runs. Now, I don’t know just what you want. We 
have had very few problems in connection with passing out tickets 
that we were not able to rectify, in case a fellow came in and said 
“T have filled out my Form B wrong,” and if he could substantiate 
the fact. 

Most of them have been apparently fairly happy. We have had 
quite a number of cases of applicants coming in to us and saying that 
they were not able to place their orders on the mills and get the 
material in time. 

Qur industry has, as near as we can tell from applications in the 
third quarter, processed CM P’s for 1,850 manufacturers. 

About 895 of these were small cases and now have been sent to 
the field offices and are being processed by the Department of Com- 
merce field offices, a small case being defined as one that uses less 
than 100 tons of carbon steel, 5 tons of alloy steel, 500 pounds of 
stainless steel, 4,000 pounds of copper, and 1,000 pounds of aluminum. 
If any more than that is wanted of those items it is a Washington 
case and he comes in here. 

That leaves us with approximately 965 cases, and the fourth- 
quarter experience to date indicates about 140 new ones, so we ap- 
parently have around 1,105 fourth-quarter Washington cases to handle, 
plus what third-quarter experience shows to be 895 small cases that 
have now gone to the field. With those who have come to us with 
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trouble getting the steel, the part that we have been able to play, the 
division has been largely the same kind of expediting that a good 
expediter for any firm would do, particularly by going down to the 
Steel Division and trying to get assistance from them to find a home 
for the tickets that had no home. 

Mr. Hoskins, our expediter, estimates that in 15 to 25 percent of 
the cases he has found a home by that method. We have had many 
that we worked with here who perhaps we did not at the time find a 
definite home for, but were able to give them advice as to how to find 
them through their own efforts, and we have not heard from them, so 
we must assume that they did find a home. So apparently there has 
been some degree of success in that. 

Mr. McKinnon. Now, you have had a very small amount of time 
on which to check this through, but when we were holding hearings 
out in Chicago with the farm implement manufacturers, the thing we 
heard so often was the fact that they just could not get, even with 
DO’s, enough steel, and that the basis of their steel allocation was not 
figured correctly in the sense that the base period was not correctly set. 

Now, has your CMP plan worked better than the DO plan in getting 
material for the implement manufacturers? 

Mr. Ranson. In my opinion, much better, even though it is, you 
might say, a trial run in the fourth quarter getting the kinks out of it, 
it seems to be much better. 

Mr. McKinnon. Have you done anything at all toward improving 
vour allocations base? 

Mr. Ranson. You see, they had the M-50, the M—55, and then 
that was superseded by the M-—55—-A. The M-—55-A granted the 
industry a DL priority, but put a limitation on the industries the 
same as the base year, which was the twelfth month starting July 1, 
1949, and it limited all manufacturers to their production of that 
period in weight of finished product. 

Mr. McKinnon. As I recall the hearings, that was in last May, 
they were complaining about the fact that they were on a 6-month 
basis and not on a 12-month basis. 

Mr. Ranson. Under M-55 that gave them a priority for the month 
of June only and it was on a 6-month basis, the first 6 months of 1950. 

Mr. McKinnon. Now, you have got—— 

Mr. Ranson. Both of those orders have been canceled. 

Mr. McKinnon. And you spread the base to a 1 year’s time, a 
12-month period of operation. 

Mr. Ranson. The second order did. 

Mr. McKinnon. And your CMP’s are based on 12 months’ 
operation? ° 

Mr. Ranson. There is nothing definite as to a definite basis in 
CMP or a definite base. 

Mr. McKinnon. How are you issuing the tickets? 

Mr. Ranson. We are issuing them largely on maintaining each 
company in the same position in the industry that it has been over 
the past. 

Mr. McKinnon. Well, how are you going to maintain a position 
if you do not have some point of relativity? 

Mr. Ranson. We do have the year starting July 1, 1949, we have 
the first, second, and third quarters of 1951 reported on CMP’s, too. 
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Mr. McKinnon. I know, but since 1951 you have been operati: 
in a very scarce market on steel. 

Mr. Ranson. We have in the last year; yes. 

Mr. McKinnon. And you did during the first half of this year, to: 

Mr. Ranson. Some, although the first quarter was a very goo 
one for the industry, it was a very good rate, and that has be 
considered. 

Mr. McKinnon. Don’t you have any base period that goes beyo: 
1950, that goes further back, I mean, further back than 1951? 

Mr. Ranson. CMP sets up the year starting July 1, 1949, in ¢! 
reports, and when a firm makes out their application they tell us th: 
experience in that year. 

Mr. McKinnon. Well, if you don’t have some definite period |i! 
a year’s time at a certain given time, how are you going to administ: 
with justice and fairness in keeping each company im relative position 
according to cut-backs in steel? 

Mr. Ranson. We are using that 1949-50 year as a criteria, an 
some such thing as a strike in the base year might change that. 

Mr. McKinnon. If circumstances are normal during that 12 
month period, you would use that as a basis and issue CMP ticke! 
in relation to the total tonnage you were given as related to the tota 
tonnage during 1949-50? 

Mr. Ranson. We aim to do that. 

Mr. McKinnon. How much are you actually doing on that? 

Mr. Ranson. We are doing it. 

Mr. McKinnon. Well, the way you put it led me to believe tha 
that was more or less window dressing, but that you were operating 
behind the scenes, too. 

Mr. Ranson. No, no. 

Mr. McKinnon. That is a very definite yardstick? 

Mr. Ranson. The base year is a definite period unless there is 
real reason for variation, and that can be documented. 

Mr. McKrnnon. Based upon documentation you can make a: 
adjustment, but if he does not do that you use that yardstick of th 
12-month period? 

Mr. Ranson. That is correct. 

Mr. McKinnon. The men getting delivery from the third quart 
and fourth quarter, are they getting better deliveries for those quarte: 
than they were under the DO system back in the second quarter « 
this year? 

Mr. Ranson. I could only state an opinion from the numero 
things that I have heard, but I believe that it is working better. 

Mr. McKinnon.*Now, do you get a lot of complaints, or did yo 
have a lot of complaints in the second quarter of this year about th 
gray market and the black market? 

Mr. Ranson. In the second quarter? 

Mr. McKrnnon. Yes. 

Mr. Ranson. I don’t know. I was not here. 

Mr. McKinnon. Are you getting complaints now from the man 
facturers that they can find steel available on the black market, bu! 
cannot get it from the mill? 

Mr. Ranson. Some small amount of rumor is saying that it 
available but nothing that would cause any alarm. 

Mr. McKinnon. You have had no direct complaints from indust 
to you directly on that matter? 
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Mr. Ranson. On the black market? 

Mr. McKinnon. Yes. 

Mr. Ranson. No; I don’t believe so. 

Mr. McKinnon. What seems to be the source of complaints that 
you are getting now from the manufacturers in the last few weeks? 
~ Mr. Ranson. The complaint is that, “I got the ticket, I sent my 
order to the mill, and they write me and tell me that they are filled up.” 

Mr. McKinnon. Then what do you do about it? 

Mr. Ranson. Well, we go down to the steel boys informally and 
try to find a home for them. We also advise the applicant to try other 
mills than the particular one that he went to first, and that often works 
out. 

Mr. McKinnon. Mr. Seely-Brown. 

Mr. See_y-Brown. How much steel was requested in the third 
quarter, for use in the third quarter, and how much was allocated? 
Approxumately what would those figures be? 

Mr. Ranson. In carbon steel? 

Mr. Srety-Brown. Yes. 

Mr. Ranson. We allocated, up to July 31 there has been some 
additional adjustment of supplementary applications of some 607,819 
tons. 

Mr. Srevty-Brown. That was allocated? 

Mr. Ranson. That was allocated. 

Mr. See_y-Brown. How much had been requested during that 
same period? 

Mr. Ranson. I don’t have that figure here, and I would hesitate to 
guess at it. It was a little higher. 

Mr. Sre.y-Brown. Was it a little higher or much higher? 

Mr. Ranson. I would say around 650,000 tons, in that neighbor- 
hood, but I am guessing again. 

Mr. Srxety-Brown. Yes, sir; I understand. How about for the 
fourth quarter, that same set of figures, how much steel had been re- 
quested for the fourth quarter? 

Mr. Ranson. The fourth-quarter requests, they indicate now that 
they may exceed, when they are tabulated, they may exceed 800,000 
tons. 

Mr. See.y-Brown. How much of that is going to be allocated? 

Mr. Ranson. We were originally allocated 500,000 and it has been 
adjusted to 550,000. 

Mr. McKinnon. Was that based upon Friday’s meeting, the 
550,000? 

Mr. Ranson. Yes, sir. 

Mr. Mckinnon. You were about 528,000, I believe? 

Mr. Ranson. That is the total steel on the original allocation; in 
carbon it was 500,000, and it is now 550,000. 

Mr. Seety-Brown. What is going to be the effect of only being 
able to allocate, say, roughly 550,000 tons of carbon steel when you 
have requests for 800,000? 

Mr. Ranson. There will be some problems. 

Mr. Szety-Brown. The problems are going to be in what particular 
area? 

Mr. Ranson. I would hesitate to pick one out. It would be 
general. 

Mr. McKinnon. As you base these allocations, they are based 
upon this 12-month allocation period of July 1949 to June 1950, 
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and you are cut down at the ratio of 5 to 8, or 5% to 8, and you have 
to make cuts. Are you taking these cuts percentagewise in all 
industries across the board or do you have a certain amount of 
tonnage on the small fellow that you are not reducing because of the 
realization that if you reduce him below his point he cannot stay in 
business? 

Mr. Ranson. The 100-tons-or-less man gets all he asks for. 

Mr. McKinnon. He is not changed at all? 

Mr. Ranson. No. 

Mr. McKrynon. But the 200-ton man is reduced at a ratio of 
5 to 8? 

Mr. Ranson. Probably, unless there are very extenuating cir- 
cumstances. 

Mr. Seety-Brown. You said that your request for this fourth 
quarter was around 800.000 tons? 

Mr. Ranson. Our total applications will be in that neighborhood. 

Mr. See.ty-Brown. How does that compare with the average 
quarter of steel consumption in farm machinery and equipment? 
What is the average quarterly consumption, approximately? 

Mr. Ranson. Well, sir, we have been hunting for that figure. 
There apparently is no average. 

Mr. Seevy. Brown. Is farm machinery a very seasonal proposition? 

Mr. Ranson. Individual machines and individual companies that 
make only one or two machines are quite seasonal, because as you 
know, the period of use for most machines is very short. He may 
use a corn planter for one week out of the 52, and a combine, but his 
tractor is used more. 

If you were just building corn planters you would have a seasonal 
market and many small firms attempt to run their production up 
just ahead of the season rather than to have an inventory. 

In the total apparently, large and small firms, and all machine 
production is somewhat fairly steady throughout the year. 

Mr. See.ty-Brown. The reason I asked that its that we had testi- 
mony the other day by Mr. Anshen to the effect that the consumption 
in farm machinery and equipment was about 680,000 tons, that is on 
= average quarter for 1949-50, and on that basis the 530,000 or 

50,000 that you will be allocated this time would not be as bad as if 
we used the 800,000 figure which you had suggested earlier. 

Mr. Ranson. What was the figure you gave? 

Mr. Seety-Brown. 680,000 tons was the figure given by Mr. 
Anshen 

Mr. Ranson. From all the figures I have seen, or attempted 
compile, that would seem to be a fairly reasonable rate. 

Mr. See.y-Brown. In view of the seasonal aspect of the small 
manufacturer, how does he fit into this allocation program as com- 
pared with the bigger manufacturer? There are four or five big ones 
and the rest, there are thousands of little ones? 

Mr. Ranson. There are eight or nine big ones. 

Mr. See.y-Brown. Well, eight or nine big ones. I knew that it 
was a relatively small figure and then a large amount of these little 
fellows, but how do they figure? Do you try to handle the little manu- 
facturer on an individual basis or on as individual a basis as you 
possibly can? 

Mr. Ranson. As we can. 
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Mr. Sreety-Brown. Because he has the seasonal fluctuation too. 


ve Mr. Ranson. We try to do it, if we can, we try to consider his 
all seasonal situation, and some of them are quite seasonal, some of them 
of apply for material only in one quarter a year apparently. 

he We have had only two quarters of experience, but they might show 
in that they might want some in the third and fourth quarters, and they 


do not indicate that they will ask for any in the first or second quarter, 
or the reverse might be true, we have had some where they have had 
nothing in the third quarter but they have been indicating that they 
might want larger substantial amounts for future quarters. 
of Mr. Sze.y-Browy. Is steel your biggest headache? 
Mr. Ranson. Well, steel is the biggest material. Of course, you 
ir- cannot build a tractor or combine without some copper, for example. 
So far we have gotten along pretty well on balancing the copper 
‘th needs or aluminum needs to go with the steel. The big thing that the 
industry thinks of is steel, and that is the main material used. 
d Mr. Srety-Brown. Some of your steel alloys? 
we Mr. Ranson. Alloys are used heavily in tractors for gears and 
it? shafts, and in some other machines, but they are small in relation to 
carbon steel. 
re. Mr. Sree.ty-Brown. That is all I have. 
Mr. McKinnon. Thank you, Mr. Seely-Brown. Mr. Dalmas, do 
yn? you have any questions? 
rat Mr. Damas. As the chairman indicated we held some hearings out 
ou in Chicago in May on this subject, and at that time we found that 
av according to the testimony we had that the black market for certain 
his items of steel was apparently the only place where the smaller manu- 
facturers would have any assurance of finding it, and at about that 
nal time the OPS came out with its price regulations, its manufacturers’ 
up price regulations, so they were immediately caught in the squeeze. 
Then, too, the general price freeze that was in effect had actually 
ine frozen some of these very high prices of steel, so that in some respects 
you might call them a legal price, but at that time the testimony was 
sti- that the M-—55 did not help and later on we were told that the M-55A 
ion did not help a great deal more, and as you indicated, there are about 
on 1,800 small manufacturers of farm equipment, and the group we heard 
or from out there were principally small manufacturers. I think, as I 
s if recall it, their association is the Allied Farm Equipment Manufac- 
turers Association, and we also heard from the southern group, the 
Southern Farm Machinery Manufacturers Association. They were 


Ir. all quite concerned about their future. 
At that time they did not know whether they would have to go out 
to of business because of the want of a little steel. For instance, one 
man had about $100,000 worth of equipment which only needed 25 
all tons of steel to complete this equipment. Another manufacturer 
ym- needed some conveyor chain for some special machirfes that are used 
nes around dairy barns, and we found many of them in that situation. 


Would you say that, generally speaking, those conditions are better 
now, that the manufacturers, particularly the small ones in whom we 


t it are interested, are getting a fair shake in this steel picture? 

ttle Mr. Ranson. I think it is improving. You described the case that 
nu- comes to us where you have al) the steel except the hot rolled shafts, 
you and they cannot finish the machine. Those are the ones who come 


in for help and we have been able to help them. 
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Mr. Davmas. There are several big concerns in the industry. How 
do thev fare compared to the smaller fellow? 

Mr. Ranson. Well, without any careful compilation, but just from 
observation of what has been going on there, I would say that they 
have the same trouble in about the same proportion. 

ly singed because thx 


Mr. Daumas. Except that they are probab 
quantity is greater? 

Mr. Ranson. Yes. One fellow needs 25 tons and the other fellow 
would need 250 tons, that is the only difference. 

Mr. Daumas. Well, under the CMP do you feel that each of these 
small manufacturers, that of the steel you have to divide, is going to 
get his share? Are these small fellows going to get their share? 

Mr. Ranson. We are going to see to it that they do. 

Mr. Daumas. Have you issued your tickets yet for the fourth 
quarter? 

Mr. Ranson. No. 

Mr. Datmas. When are you going to issue tickets for the fourth 
quarter? 

Mr. Ranson. We hope to within the next couple of days. 

Mr. Daumas. What has held it up? 

Mr. Ranson. We are waiting for a tabulation of the total to make 
sure that it 1s fairly distributed. 

Mr. Davmas. Thank you. 

Mr. McKinnon. Mr. Clark? 

Mr. CLarK. No questions. 

Mr. McKinnon. Mr. Lucas? 

Mr. Lucas. No questions. 

Mr. McKinnon. Mr. Riley? 

Mr. Rruvy. No questions. 

Mr. McKrwynown. Is there anything else that you would like to 
point out while you are here, Mr. Ranson? 

Mr. Ranson. There is one thing bearing on this steel procurement 
thing which you are probably familiar with, and that is this press 
repease of NPA, 1125, on August 17, giving the steel manufacturers 
the right to accept orders on their historical pattern up to 15 days 
prior to the end of the lead time. The proof of the pudding is the 
eating, and we don’t know, but several of us have the feeling that 
that will help many in this industry and let them get their order in 
where they have had them before, particularly in the cases of specia! 
shapes that they can get only from one mill, and have only gotten 
from one mill in the past. We are very hopeful that that will help a 
lot in procurement in the fourth quarter. 

Mr. McKinnon. Now, you have an industry that is characterized 
by a very few turning out most of the equipment, is that not true? 

Mr. Ranson. Yes. They turn out the majority of the equipment. 

Mr. McKinnon. Then you have an awful lot of little fellows who 
don’t turn out a big amount in the total manufactured, but there are 
an awful lot of men who are getting hurt if we don’t get proper alloca- 
tion of steel for them to stay in business. 

Mr. Ranson. That is right. 

Mr. McKinnon. As you men work this question out you are 
going to give emphasis; as I understand it, to see that on thesé alloca- 
tions of steel that the little fellow who does not have the facilities to 
come in and do a lot of battling in order to get the steel, that he will 
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have your helpful arm around him to hold him up? That is the 
philosophy of your operation? 

Mr. Ranson. Yes, sir. 

Mr. McKinnon. It is too early for you to hazard a guess as to 
how well your CMP will operate as against your various M orders, 
but we will be very much interested in seeing how you will come out 
with it and we hope that there will be enough steel te keep the industry 
alive. 

We realize that they play an important part in the defense effort. 

Mr. Ranson. Well, yes. The big 8 or 10 take somewhere between 
50 to 60 percent of the material, and the 800 others take the remainder. 
That makes it much easier, in the case of problems, where a little 
material is involved, to do something for the small fellow. 

Mr. Daumas. What do you do, take it away from the big fellow? 

Mr. Ranson. In other words, if the big fellow makes a mistake 
and files for 25 percent less than he intended, by the time he comes 
back there is not enough steel to do anything about it. 

But we try to help the little fellow in every way. The procurement, 
of course, the big fellows are in a position to take care of themselves 
better than the little fellows, and we are concentrating our efforts 
largely to help the little fellows get the materials. 

Mr. McKinnon. During the last war we were up against newsprint 
rationing, and the newspaper industry itself got together very largely 
with a reduction order that provided a sliding scale in cuts. The 
little weekly publisher who used 25 tons a quarter was not hit at all. 
The next fellow up took a very small cut, and the next category up 
took a little larger, until you got up to the big metropolitan dailies, 
who took the lump of the cut. 

I realize that the farm machinery industry is a little bit more com- 
plicated because you have certain types of tools that you are turning 
out that maybe one kind of manufacturer does not turn out, but you 
need that type in the agricultural field. But our committee is most 
hopeful that your division will see that when these cuts are placed into 
effect that they are placed in effect on a sliding-scale basis so to cause 
as little hurt as possible to the competitive situaiton in the industry. 

From your testimony I gather that is your viewpoint also? 

Mr. Ranson. Yes, to what degree it can be done and still be fair 
and reasonable. 

Mr. McKinnon. Thank you very much, Mr. Ranson, and you 
gentlemen. We appreciate having you with us. 

Mr. Ranson. Thank vou. 

Mr. McKinnon. Well, the meeting will be adjourned and we will 
meet Wednesday morning at 10 o’clock. 

(Whereupon, at 12 noon, the subcommittee adjourned, to reconvene 
on Wednesday, August 22, 1951, at 10 a. m.) 
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WEDNESDAY, AUGUST 22, 1951 


House oF REPRESENTATIVES, 
SUBCOMMITTEE No. 3 oF THE SELECT COMMITTEE 
To Conpucr a Srupy AND INVESTIGATION 
OF THE PROBLEMS OF SMALL BUSINESS, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 10 a. m., in 
room 1324, New House Office Building, Washington, D. C., Hon. 
Clarence G. Burton presiding. 

Present: Representatives Burton, Multer, and McKinnon. 

Also present: Victor P. Dalmas, executive director, Arthur F. 
Lucas, Duncan Clark, and Jeremiah T. Riley, of the staff. 

Mr. Burton. We will call the committee to order. 

The witness today is Mr. J. Frederick Wiese, vice president in 
charge of sales, Lukens Steel Co., Coatesville, Pa. 

For the record I would like to say that this morning at 10 o’clock 
we have scheduled a Banking and Currency Committee executive 
meeting, and a number of the members of this committee are also 
members of the Banking and Currency Committee and it will be 
necessary that we go to that meeting. 

We would like to suggest that you all stand by, and I should say it 
would be safe, if we suspend, to be back about 11 o’clock. We will 
then continue with the hope of finishing today. 

The House will probably recess after tomorrow until September 12, 
That is the present plan. 

Mr. Wiese, we will be very glad to hear from you. 


STATEMENT OF J. FREDERICK WIESE, VICE PRESIDENT IN CHARGE 
OF SALES, LUKENS STEEL CO., COATESVILLE, PA. 


Mr. Burton. Have you a written report? 

Mr. Wiese. No, I have not, Congressman. Would you like me to 
stand when I address you, sir? 

Mr. Burton. No, be comfortable and go ahead and proceed as you 
wish. 

Mr. Wiese. In talking about the Controlled Materials Plan from 
the steel producers’ standpoint, for what that is worth, I think I 
should first say that the impact of the Controlled Materials Plan on 
the Lukens Steel Co. cannot be necessarily construed as a typical 
impact. I think the impact on the so-called tonnage mills will be 
different than with Lukens Steel Co. 

Lukens is a relatively small producer of a single product—plates— 
and it specializes, and has for years been known among the trade as 
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a quality mill, where buyers obtain unusual qualities and unusual 
sizes of plates. 

For that reason I suspect that Lukens customer list, under the 
Controlled Materials Plan, probably stands more closely to its norma! 
customer list without controls than does the average steel company. 
I could be wrong about that, but I strongly suspect that that is the 
case, for the simple reason that the users of quality plate and of big 
plate, unusual sizes, are Lukens’ regular customers, and those people 
participate very largely in a mobilization or a defense program and 
supporting programs to that defense program. 

So that I believe there is a more normal flow to Lukens than might 
be the case with the so-called tonnage mills. 

A study of our proposed schedule for September certainly bears 
that out. It indicates the presence of practically all of our normal 
customers. These customers are probably not going to get as much 
tonnage as they would like, but most of them are going to get some 
tonnage, and in amounts fairly comparable to the 1948 and 1949 
figures. There are, of course, exceptions to that. 

I presume this committee is very much interested, from its title, 
in the possible plight of small business at the hands of the stee! 
industry in terms of the Controlled Materials Plan, 

Mr. Burrow. Yes. 

Mr. Wiese. I have never been sure in my mind as to just what 
constitutes small business. I recently heard an economist say that 
approximately 10 percent of the companies manufacturing goods in 
the United States produce 76 percent of the manufactured goods. If 
his figures were correct, one might almost assume that 90 percent of 
the manufacturing companies are small business. I don’t know. One 
could possibly draw that conclusion. In which event it, of course, 
makes a tremendous field, when one speaks of small business. 

Mr. Burton. Would you like to have the definition of small busi- 
ness at this point? 

Mr. Wiese. Yes; I should like to have. I should have asked for it 
before venturing my own. 

Mr. Burton. Mr. Dalmas, will you proceed? 

Mr. Damas. Well, the committee has been aware of the fact that 
the armed services and other procurement offices have a rule which 
sets up a standard of 500 or less employees as constituting smal! 
business. Also a business must not be dominant in its industry, and 
must be independently owned and operated. 

But in fact, after a great deal of study, the committee has come 
to the conclusion that small business should be considered industry 
by industry. For instance, certainly in the steel industry you could 
not operate a steel plant with 500 employees. You might do it with 
5,000 or 10,000, and in that field you have many small plants that 
have a great many more employees than the 500. 

In the tool and die industry, a man with 500 employees might be 
a pretty big operator. 

So you have to take them industry by industry and decide what is 
small business in that industry. 

In the small defense plants bill the committee left it for the deter- 
mination of the Administration to decide what was small business 
within any industry, and gave them certain criteria, such as the worth 
of the plant, the sales volume, the financial set-up, and so on. 5o 
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as far as the committee is concerned, Mr. Chairman, you will agree, 
I believe, that it is a very flexible definition. 

Mr. Burton. I think that does it. I believe that your company 
in this field would be classed as small business. 

Mr. Wiese. Well, I would say, then, that on the basis of that defi- 
nition, considering its flexibility, that Lukens, and a great segment 
of Lukens’ customers will be classed as small business, that is, Lukens’ 
normal customers. 

The fabricator of steel plate employing maybe from 50 to 150 men 
is not an unusual customer of Lukens. I would say that Lukens has 
quite a few of such customers. 

When it comes to the controlled materials plan, if it is necessary to 
completely control the steel production, then I would say the present 
vehicle, namely, the controlled-materials plan, with its intermittent 
revisions, is a pretty good instrument. 

As the intricacies develop, amendments to the original plan are 
made, and for the most part, I believe, those amendments are con- 
structive and will tend to clarify the situation. I say they will tend 
to clarify it, because there is always a question in the mind of the 
producer and the seller of steel products in times like these as to how 
much of the demand is real, and how much is anticipatory. 

I feel that almost all of Lukens’ customers are operating at a pretty 
good rate of production in their shops, but I believe each one of them 
is harrassed and tremendously worried and concerned every minute 
of the day over what he might get within the next quarter and the 
next quarter in advance of it. 

Now, wherein does the line, therefore, run between his actual needs 
and his supply and his worry over his future needs and the possible 
supply, that 1 don’t know. But I think that is a very definite factor. 

Mr. Burron. You do not think, then, that there has been much 
suspension of operations among Lukens’ customers for lack of mate- 
rial up to this time? 

Mr. Wiese. Anticipating such a question from your committee, 
and from you, I endeavored to go into that in the last 2 days, and I 
could not find, from our department, from a sales department, that 
we knew of any plants that were actually down for want of material. 
Now, that is simply our judgment of it. 

Mr. Burron. When you say “actually down,” do you know of any 
lants where the production has been materially curtailed because of 
ack of material? 

Mr. Wieser. I personally do not know of such cases, but I would 
certainly hesitate to say that such cases are not in existence, because 
bottlenecks come up with respect to various products. It is not just 
a matter of over-all tonnage. It is so often a matter of tonnage of a 
particular product that involves a cessation, or at least a cut-back in 
operations. That is the case with our own plant in our producing of 
steel. We are constantly beset with the difficulty of obtaining certain 
things, such as cast-iron scrap, pig iron, and even ordinary steel scrap. 
There is a constant battle that we have on our hands, and our procure- 
ment people are constantly worried over the next month and the next 
quarter, just as | think many customers of our products are worried 
tremendously over the future. 

Although they may be running at a fairly good rate at the present, 
however. 
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Mr. Burton. How does that rate compare with your normal rate? 

Mr. Wiese. In our own case—— 

Mr. Burton. The rate over the last 3 years. 

Mr. Wiese. In our own case, we are operating at 100 percent, in 
that we are operating all of our furnaces, but our raw-material picture 
is such that all of our furnaces are not operating at top efficiency, by 
virtue of the various kinds of raw materials that are needed from time 
to time. 

Mr. Burron. Is that shortage greater than normal? Don’t you 
always run into a possibility of shortage? 

Mr. Wiese. Oh, no, that is greater than normal at present. The 
pig iron and steel scrap situation is very serious at present, with all 
mills, and certainly with us. 

Mr. Burron. Is the situation being helped by the controlled- 
materials plan? 

Mr. Wiese. Well, there again, I cannot help but wonder whether 
or not the controlled-materials plan contributed some toward the 
shortage, although it is definitely helping our shortages come up, or 
whether the shortages would have come about despite any control 
or lack of control. That is a difficult question for me to answer at the 
moment. I find myself 

Mr. Burton. The expansion of demand has been very great, has it 
not? 

Mr. Wiese. The expansion of demand has been very great. One 
need not look back very far to find a period when we were not running 
full. I mean 

Mr. Burron. How far? 

Mr. Wiese. Sir? 

Mr. Burton. How far do you have to look back to find that? 

Mr. Wiese. Why, late 1949, middle to late 1949, we had a supply 
that was not taken up by the demand. However, that, of course, was 
considerably changed as the Korean situation began to develop. 

Mr. Burron. Pardon me, but I gave assurance that when the 
Banking and Currency Committee meeting started that I would be 
there immediately. That committee meeting has started. Now, I 
suppose the best thing for us to do would be to suspend and try to 
be back at 11. I cannot make a promise that I can be back at that 
time. 

Mr. Wiese. I will be very happy to be here at 11 and wait for you. 

Mr. Burton. Well, let us say until 11 o’clock, or as soon thereafter 
as possible, and I will get word to you immediately after that if I can- 
not be here, and possibly you will be able to get some of the other 
members of the committee in here to carry on at 11, even if I should 
not be here. 

With that, we will recess temporarily. 

(A recess was taken from 10:20 to 11:20 a. m., after which the hear- 
ing was resumed as follows:) 

Mr. Burton. We will call the meeting to order and ask Mr. Wiese 
to proceed. Do you have any further statement to make at this time, 
or if you wish, we will ask you questions. 

Mr. Wiersr. I don’t believe I have any further statements to.make, 
Congressman. I think I would choose to answer questions. 

Mr. Burron. As you know, we are in a period of limited rather 
than total mobilization. Do you believe the controlled-materials 
plan is necessary during such a period? 
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Mr. Wiese. Well, I think I said earlier that it is rather difficult 
for me to be convinced that a 100 percent control of the steel produc- 
tion is necessary to support approxunately a 10 percent military load. 

Mr. Burron. Do you care to elaborate on that further? 

Mr. Wiese. Well, if one recognizes the right to include in some sort 
of a formal control the so-called supporting programs to a direct 
military program, then one does, of course, immediately fan out, 
because the need for tanks demands that a plant be built in some par- 
ticular locality, and the demand arises for increased electric power, 
and then it brings about a demand for increased housing, which finally 
gets down to house-heating boilers, and I can see how the ramifica- 
tions take place. 

On the other hand, I cannot help but wonder if simply the direct 
military program was controlled, in the case of the steel industry, if 
the steel for that was controlled, if maybe the others might struggle 
along, and these other supporting programs might struggle along and 
obtain their steel through their normal sources of supply. 

Mr. Burron. You mean without a control plan? 

Mr. Wiese. Without a control plan on that. 

Now, I suppose that is one of those things that can be argued 
over at great length. 

Mr. Burton. Well, being a company having had experience with 
the previous system of DO orders and priorities, do you believe that 
this system will work out, and if not, what would the principal 
weaknesses be? 

Mr. Wiese. I think its principal weakness is a matter of inflation 
that always occurs in any sort of a program where preference is given 
to certain programs. There is competition within the various so- 
called shops involved in administering a direct military program, 
just as there is competition involved in the commercial world, and 
the man responsible for obtaining steel for some particular segment 
of the military program is going to move heaven and earth to get 
that steel. 

On the other hand, people involved in the other segments are going 
to work with equal energy to get steel for their segment. 

Then there comes this matter of preference ratings, one above the 
other. In World War II we saw a considerable competition with 
respect to the stepping up of preference ratings, and that is always 
something that I think happens. 

On the other hand, from where I sat, I thought that the principle 
of the DO program, for just the military, was working along fairiy 
well. 

Mr. Burton. Well, do vou believe that the Controlled Materials 
Plan is a more satisfactory method of allocating steel than the former 
system of DO orders and priorities? 

Mr. Wiese. I think I should repeat what I said earlier this morning, 
that if a great percentage, if not all, of the control of the steel produc- 
tion is necessary, then I feel that the Controlled Materials Plan is a 
pretty good instrument for administering. 

Mr. Burton. Well, has this plan put a heavy load of paper work on 
the steel mills, or shall | say an unbearable load? 

Mr. Wiese. No; I would not say an unbearable load. It has put 
a heavy load, of course, because as the scope of control expands, the 
need for reports expands, and that brings about an increased paper 
load. 
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Mr. Burton. Well, that is not sufficiently burdensome to hamper 
the plan or hamper your operations? 

Mr. Wiese. No; not at present. 

Mr. Burton. It is not taking up too much executive time? 

Mr. Wiese. No. 

Mr. Burton. Have you had any difficulty with the processing of 
CMP tickets? 

Mr. Wiese. Yes. I think anything new of this magnitude brings 
about a phase of misunderstandings on the part of the purchasers as 
well as the suppliers, and there are many things to be worked out in 
connection with the proper extension of allotment certificates and 
that sort of thing. 

Mr. Burton. Have you been forced to reject any CMP tickets? 

Mr. Wiese. Yes. 

Mr. Burton. Many? 

Mr. Wiese. Yes. 

Mr. Burron. Will you explain that? 

Mr. Wiese. We have had considerable tonnage presented to us by 
CMP certificates for a period of time in which we could not possibly 
honor the tickets, that 1s, we could not possibly produce the material 
within that time, so we had to reject the tonnage. 

Mr. Burron. What happens in such cases? 

Mr. Wiese. Well, I presume in most of those cases the possessor 
of the certificates applies to another mill, because conceivably he could 
at first apply to a mill that was full in its schedule, when another mill 
was not. 

On the other hand, I have no doubt that some have been unable 
to place that tonnhge documented by CMP tickets with any mill. 
In those instances they undoubtedly had recourse and did come to the 
NPA Iron and Steel Division in Washington and discussed their 
problem with them. 

Mr. Burron. Do you have the figure percentagewise? 

Mr. Wiese. No; we did not keep an actual record of the tonnage 
rejected. 

Mr. Burron. Could you give us just a horseback estimate that 
might give us some indication of whether it was a large portion or a 
small portion? 

Mr. Wiese. When you ask about a tonnage rejection are you 
asking about the tonnage that was formally sent to us, or the tonnage 
about which customers call us and discuss the possibility of us taking 
it before they formally submit it? 

Mr. Burron. Well, I should think that if we took the amount for 
which tickets were actually presented, and you were the logical source 
of supply, that it would be a better figure than if you were to take the 
over-all figure where customers probably went to half a dozen people 
inquiring to see whether they could get it. In that case I don’t think 
that that figure would be of too much value to us. 

Mr. Wiese. No. Now, my guess would not necessarily be too 
good, for this reason, that we merchandise our products through dis- 
trict sales offices, throughout cities in the country, and those customers 
send their tonnage to us through those district sales offices. When we 
tell our district sales offices that our schedule is filled for, let us say, 
September, those district offices from then on return tonnage to their 
customers, even though the CMP allocates it, without even referring 
it to us, because they know that the door has been closed. 
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But my guess is, however, that we have probably rejected for the 
September schedule from 50 to 60 percent. 

Mr. Burton. You rejected as many as you have accepted, then; is 
that the interpretation that I can place upon that? 

Mr. Wiese. Very close to that. 

Mr. Burton. Do you find that this CMP plan has greatly inter- 
rupted the flow of your product to your regular customers by making 
it necessary for you to supply others who are not your regular 
customers, or are you still placing most of your products through 
normal channels and caring for your normal customers? 

Mr. Wiese. Well, you will recall that this morning I said I felt that 
our picture was probably different from the so-called tonnage-mills 
picture. 

Mr. Burton. We are asking for your experience. 

Mr. Wiess. Sir? 

Mr. Burron. We are asking you for your experience. 

Mr. Wiese. Yes. In our experience, being a specialty mill, and 
making only steel plates and plate specialties in unusual sizes and of 
rather unusual qualities, our schedule is filled pretty much with ton- 
nage from our normal customers. 

Mr. Burron. Then you can take care of them fairly well? 

Mr. Wiess. Fairly well. Now, there are one or two segments of 
our capacity that are taken up by unusual users, that is, unusual to us. 
To explain what I am talking about, the freight-car prograin is a good 
example. We are not normally a very great participant in car- 
building programs and ordinary mild steel is used in the manufacture 
of freight cars. In the current freight-car program the steel industry 
was asked to take on a considerable tonnage in a ratio fairly in direct 
proportion to its participation in the normal selling of steel. 

So there we have a segment of our production devoted to freight-car 
steel that in reality took some steel from our regular customers, be- 
cause the car builders were not our regular customers, but that is only 
a segment. 

Mr. Burton. Are you able to say that your regular trade is fairly 
well taken care of, if they are in essential production, or are you 
powerless to see that your regular trade is cared for? 

Mr. Wiese. I believe that our normal trade is being reasonably 
taken care of, if they are in defense work. 

Mr. Burton. And the plan does not make that impossible? 

Mr. Wiese. The plan does not make it impossible. The plan did, 
until about a week or so ago, put considerable hazard on that, but a 
revision in the plan, issued not more than a week or 10 days ago, is 
going to, in my opinion, greatly alleviate that, in that a grace period 
is set up whereby the producer can take care of his normal trade to the 
exclusion of, let us say, strangers. Then if he does not fill up that 
space with his normal trade he, of course, must accept CMP allocated 
tonnage from the strangers. 

Mr. Burton. I take it, then, that the plan recognizes the desir- 
ability of a normal movement, insofar as that is possible, in caring for 
regular trade through the regular channels? 

Mr. Wiese. I know they do, because I heard Mr. Fleischmann so 
express himself, and the revision was issued subsequent to that. 

Mr. Burron. Do you see any indications that CMP tickets have 
been issued for more material than is available? 
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Mr. Wiese. Well, I think so, but there again one must realize 
that for some reasons, possibly some of which are just coincidences, 
a mill, Lukens in this case, could have an unusual amount of ticketed 
tonnage submitted to it, which might later find a home in some other 
mill’s schedule. 

So I cannot say that I know too many CMP iickets have been 
issued. I can only say that I suspect that they have been issued in 
excess of the capacity to take care of them. 

Mr. Burron. Is that true for the fourth quarter, too, or do you 
know? 

Mr. Wiese. I beg your pardon? 

Mr. Burton. You have testified as to the third quarter. What do 
you think of the fourth quarter in that respect? 

Mr. Wiese. The same thing applies to the fourth quarter. I can 
only say that in view of the fact that we have had to reject considerable 
tonnage for the fourth quarter. 

Mr. Burton. Well, what effect do you believe the change in the 
CMP procedure will have on small-business users of steel? 

Mr. Wiese. Well, I feel that it will help small business, in that | 
think it will minimize the large consumer, the so-called big buyers, 
from going clear across the country to present CM P-allocated tonnage 
in a considerable amount to some mill which, if accepted by that mill 
at that time, by virtue of empty space, precludes the small buyer from 
getting onto that schedule. I thmk this will do a great deal toward 
alleviating that situation. Lt will give the small buyer time to get in 
and compete for the mill space with some of the larger buyers who 
often can come in very rapidly with CMP tickets. 

Mr. Burton. It will then make the handling of the orders on the 
part of the mills easier? 

Mr. Wiese. I firmly believe so. 

Mr. Burron. Does your company have an expansion program 
under way, and if so, is the fourth-quarter steel for this expansion 
program adequate to carry the program forward as scheduled? 

Mr. Wiese. We are currently engaged in an expansion program of 
about $8 million, expanding finishmg facilities for our products, so 
much needed in the defense program, and it is a struggle to obtain all 
of the necessary steel for that expansion program. We hope that we 
are going to get it within a reasonable time to go forward with the 
contemplated program, but that is one of those things that is question- 
able. It is a struggle. 

Mr. Burron. If there is a delay in your expansion program, will it 
involve facilities for ingot production or for finishing production? 

Mr. Wiese. Finishing production. 

Mr. Burton. Are you in ingot production? 

Mr. Wiese. We produce ingots, and we have under consideration 
now a further expansion program that would increase our ingot 
production, but that is in its early stages at the moment. 

Mr. Burton. As you know, a steel consumer is given a CMP 
ticket, and let us say it is for carbon steel, alloy steel, o1 stainless 
steel, but not for any particular sizes or shapes. Suppose that a 
consumer has applied for a particular type of steel product, but has 
not been able to place orders for the entire amount of his authorization? 

Apparently he can use his CMP allotment to buy another kind of 
steel product that he originally had not intended to buy. Is that 


the case? 
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Mr. Wiese. No; | believe there are provisions within the CMP 
which precludes a purchaser from taking an undue amount of any 
one product, and I would imagine the regulations or revisions have 
been made with that very thing in mind, to prevent just the very 
hypothetical case vou pose. 

Mr. Burron. Well, do you believe that the circumstances described 
have encouraged black-market operations since the steel user could 
buy a steel product it didn’t need in the expectation of selling or 
trading it? 

Mr. Wiese. Yes; | can certainly see where in the absence of the 
provisions that I just mentioned, a buyer might take everything in 
one product, if that is the only product he could get, with the hope 
that he could later trade with some of his competitor fabricators, and 
obtain the product that he does need, but I don’t believe it can be 
done now under the provisions I mentioned. 

Mr. Daumas. Mr. Chairman. 

Mr. Burton. Mr. Dalmas. 

Mr. Daumas. | think you will recall that the Iron and Steel Divi- 
sion, and perhaps the DPA, said that the allotment tickets were written 
for so many tons of carbon steel with no specification as to whether 
it was to be bars, shapes, or structural, or some other product. A man 
who had this ticket ordinarily might buy bars, or sheets, or some other 
item. However, he goes to the mill, and finds out he could not place 
a particular item, but he has his ticket and he finds he can place it 
for some other item, an item he might not normally purchase, and 
there wasn’t anything to prevent him from doing so? 

Mr. Wiese. There wasn’t, but I think you will find there has just 
recently, in the last few weeks, been issued limitation orders which 
will prevent that particular man from buying an undue amount of 
bars, with respect to his experience in the measuring-stick period. 

Mr. McKinnon. Wouldn’t you have inventory controls that would 
catch him there? 

Mr. Wiese. They should ultimately, if he would violate that law, 
then he would still be caught by the inventory control ultimately. 

Mr. McKinnon. It takes a little time to catch up with him, but he 
does know that he is violating the order if he has read his order? 

Mr. Wiese. That is right. 

I think these limitation orders that have been issued from time to 
time now will be pretty effective checks on such a business as you 
recite here, because | think that is what 

Mr. Burton. On the other hand, will not the inventory control 
require that if he bas a surplus of some type that he does not need, 
will it not require that he liquidate that in order to have open inven- 
tory for his normal operations? 

Mr. Wiese. Yes; although I don’t know how that would be ad- 
ministered. 

Mr. Burron. What can he do? He can dispose of his dead stock, 
can he not, in order that he have open inventory for operations? 

Mr. Wiese. Yes; although—well, 1 would think so. 

Mr. McKrnnown. Is his inventory limited to the type of things 
he had in the base period? He cannot branch out in the new kind 
of inventory, and the inventory control would catch him immediately 
if he bought a type of steel in his base period that he had no use for? 

Mr. Wiese. That is right, now. 
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Mr. Burton. He gets caught with something that becomes inactive? 

Mr. Wrese. That is a question I cannot answer, as to how com- 
pliance would then rectify that situation, because I don’t know. 
I am not sure how it would be done. 

Mr. Burron. Well, I should think that he would be placed in a 
squeeze where he would do one or the other, and he might have a 
legitimate need for relieving his inventory. 

Mr. Wiese. I am quite sure that would be done, one or the other, 
he will have to do it immediately, but how I am not sure. 

Mr. Burton. I didn’t know what provisions had been made for 
that. Has your company received any directives since CMP went 
into effect? 

Mr. Wrese. Yes; we have had a few, but very few. 

Mr. Burron. It was small? 

Mr. Wiese. Oh, ves; very. 

Mr. Burton. If directives continue to be used, what effect will they 
have on the general operation of CMP? 

Mr. Wiese. Well, of course, as I see it, directives would only be 
issued against tonnage that is covered by CMP, so about all directives 
would do would be to terrifically distort and upset and confuse the 
rolling schedule of a producer, but I don’t believe it would—it would 
not go much further than that because, after all, if a directive is issued, 
it is then up to NPA to decide what must be displaced. 

Mr. Burton. I take it from your earlier statement, however, that 
up to this time that has not been sufficient so that it has become 
disrupted? 

Mr. Wiese. We have had very few to date. 

Mr. Burton. When do you anticipate the present confusion will 
be ended, and a ticket may be looked upon as a certified check rather 
than as a hunting license? 

Mr. Wiese. Well, I certainly would hate to believe otherwise. 
Yes; I believe that will be the case. I think we will always be faced 
with the bugbear of inflation in the CMP tickets. The zeal—— 

Mr. Burton. You don’t think that it will be ended shortly then? 
You don’t think that confusion will be over any time soon? Do you 
think it will continue? 

Mr. Wiese. I think it will be greatly minimized. I think this is 
getting into a more orderly flow. 

Mr. Burron. It would be satisfactory to you? 

Mr. Wiese. Yes, but I think we will be constantly faced with a 
concurring confusion that would very definitely come, if various de- 
partments or segments of the defense were permitted to compete 
with each other to the point of getting their end of the program first, 
and getting these tickets issued in excess of supply. I said earlier 
that I suspect more CMP tickets might have been issued than there 
is supply or production for, but I don’t know that. That is merely 
my suspicion, I merely suspect that from where I sit, and if that can 
be eliminated, then we certainly will have an orderly procedure. 

Mr. Burton. Mr. McKinnon, do you have any questions? 

Mr. McKinnon. Going back to this plant expansion proposition, 
I understood from your testimony that your plant expansion was 
limited somewhat on the allocation of steel, is that correct? 

Is it your steel supply that limits your expansion, or other reasons? 
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Mr. Wiese. I think that the Congressman asked me if our program 
was being delayed or held up by the lack of steel going into that ex- 
pansion program. 

Mr. McKrwynon. Yes. 

Mr. Wiese. And I said that we were beset with difficulties in ob- 
taining certain parts of the steel, certain structural steel, with which 
to go forward with the program on schedule, but we were limping 
along, and were pretty well in shape, but were constantly worried by 
our inability to get it. 

Mr. McKinnon. Your allocations of steel for expansions for the 
third quarter were issued to you only within the last week, is that 
correct? Have you received your allocations for your fourth quarter? 

Mr. Wiese. Well, unfortunately I cannot answer that question 
because, of course, that is handled through our operating department 
and our procurement department, and I don’t know the exact status 
of that problem, namely, of their ability or inability to obtain the 
necessary steel for this expansion program. But I can readily ascer- 
tain that up-to-date figure. But I know that they are constantly 
concerned and worried over certain matters. 

Mr. McKinnon. But in your plant expansion you have to plan 
further ahead than 4 or 6 weeks, do you not? 

Mr. Wiese. Oh, yes. 

Mr. McKinnon. You have got your various kinds of material, you 
have got your labor, you have got your plant operation limited some- 
where through an expansion program. 

Mr. Wiese. That is right. 

Mr. McKrwnwnon. And the present allocations for plant expansion 
have been coming in pretty late during the last two quarters. Now, 
[ just wonder if you can tell me how long in advance you have to 
know in order to do an efficient job of plant expansion? What is the 
lead time on your plans and preparations? 

Mr. Wiese. Well, as to actually ordering structurals for the 
buildings, let us say that we must simply fit into the necessary lead 
time with the structural mills, and then theoretically, if we do that, 
the structurals will be forthcoming in the quarter for which the CMP 
ticket was issued, provided too many tickets were not issued, so that 
our order would not be given space within the quarter. 

Now, we believe that is coming along pretty much on schedule, but 
I hear our procurement people constantly worrying about this par- 
ticular product that is needed in this expansion program of ours, and 
that particular product, and the difficulty they are having in getting it. 

Mr. McKinnon. And you feel that the expansion is going to exceed 
the need if we get back to a peacetime basis, do you? 

Mr. Wiese. Well, of course, being in the sales department, I[ 
cannot overlook the numerous times in which the supply greatly 
exceeded the demand for steel products. 

Mr. McKinnon. When was the last time that happened? 

Mr. Wiese. Well, it happened more recently than one might think. 
It happened in mid-1949 for a period of about 5 or 6 months. We 
had capacity that was not completely taken. 

Then as the Korean situation developed and unfolded, the over-all 
demands began to increase, and then increased enormously. 

Mr. Burton. Was that the experience industry had in general? 

Mr. Wrese. I think it was. 
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Mr. McKinnon. But you hope it was, at least, as sales manager? 

Mr. Wiese. | had better say that, if my boss is around. 

Mr. McKinnon. I believe that is all I have. 

Mr. Burton. Mr. Multer? 

Mr. Mutter. No questions, Mr. Chairman. 

Mr. Burton. Mr. Dalmas. 

Mr. Damas. Just one or two questions, Mr. Chairman. I want 
to know, from your experience, Mr. Wiese, as a member of the top 
advisory committee on steel in NPA, whether or not from where you 
sit that you think some of these supporting programs might or might 
not be inflated? For instance, do you have any knowledge about the 
so-called freight-car program that you mentioned? 

Mr. Wiese. Well, in connection with the freight-car program [| 
have one or two things and, of course, the thing is so big that it is 
pretty hard for any one man to really get the complete answer to. 
I cannot help but wonder if steel is not being allocated by the steel 
mills to the car builders faster than they are consuming it. I have no 
reason to believe that the steel mills have not complied entirely with 
the directives and, therefore, I have no reason to believe that they 
have not shipped their steel right on schedule. 

An intermittent report that I see occasionally on the freight-car 
production does not indicate to me that all of those cars are being 
produced in each of these months, and I therefore cannot help but 
wonder if some inventory is not accumulating somewhere. 

Now, I say I wonder because I don’t know, but I cannot help 
but wonder that. I can easily see, of course, how you will always 
have maldistributions in that an inadequate number of air brakes will 
pile up sore steel for car sides-—you see what I mean by that? That 
I don’t know. As to the number of freight cars necessary and, there- 
fore, as to the justification for the amount of steel to be devoted to 
freight-car building, I am in no position to answer that, because | 
don’t know. 

Mr. Burron. This freight-car program takes two very essential 
steel products, namely, structural and plate. 

Mr. Wiese. Yes. 

Mr. Daumas. So if these inventories were piling up, regardless of 
whether the freight-car program is inflated or not, that would be one 
place where you would have an artificial shortage created somewhere 
else? 

Mr. Wiese. You certainly would 

Mr. Daumas. And the committee has found that to be the case in 
other programs, and I am happy you mentioned it, because that is 
one thing that we would like to ask the NPA Compliance Division 
about. 

Now, I have one more question 

Mr. Wrasse. That is readily ascertainable, because the builders o! 
freight cars, the number of builders of freight cars is relatively small, 
and it would not be a tremendous job, of course, from the standpoint 
of compliance. 

Mr. Dawumas. Yes. Going back to your earlier testimony, | 
believe you stated that your basic philosophy in the present partial! 
mobilization is that you feel that only the’ military requirements 
should be set aside, and that the balance of the steel should be in 
the free market. Is that a correct statement of what you said on 
that? 
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Mr. Wiese. Well, if I said it that way I would rather correct it to 
this way, and I think maybe I said it this way: I said that it was 
difficult for me to believe that we needed to control 100 percent of 
the steel capacity in order to support a military program only involving 
10 percent. 

Mr. Daumas. Yes. 

Mr. Burton. Isn’t the military program already involving more 
than 10 percent of steel production? 

Mr. Wress. Well, the last estimate I saw of the direct military 
program, it was approximately 10 percent or thereabouts. 

Now, of course, when one brings in these supporting programs, 
such as the freight-car program, the Canadian car program, and the 
Great Lakes cargo-ship programs, and all those others, then, of course, 
it amounts to more than 10 percent. 

Mr. Datmas. Do you believe that if such a program were worked 
out that small business, the 90-percent number of manufacturers 
that you were speaking of a while ago, do you think that they would 
be in a better or worse position under CMP? 

Mr. Wiese. Well, I think in the case of Lukens that it would be 
in better shape. 

Mr. Daumas. Why do you say that? 

Mr. Wiese. Well, because I think a very great segment of Lukens’ 
normal tonnage goes to small business, and I think if one eliminated 
programs such as the freight-car program, and permitted that tonnage 
to flow to the mills who normally supplied car tonnage, there would be 
tonnage on the part of the specialty mill, namely in this case, Lukens, 
to supply steel more completely to its normal trade, and its normal 
trade embodies a great many small businesses. 

Mr. Datmas. Are you operating under a directive to supply ma- 
terials for the freight-car program? 

Mr. Wiese. Oh, ves. 

Mr. Damas. Those are directives in effect? 

Mr. Wiese. Yes, sir. 

Mr. Daumas. Does that carry over into September and the fourth 
quarter? 

Mr. Wiese. Yes. 

Mr. Daumas. Well, in other words, wouldn’t that throw the CNP 
out of gear right at the start, if there was a directive in there for those 
freight-car programs? 

Mr. Wiese. Well, that is taken care of. That is integrated with 
the CNP in the matter of tickets, that is pretty much integrated with 
the Controlled Materials Plan, but we are still supplying steel to the 
freight-car program. 

Mr. Daumas. And will continue to do so during the fourth quarter? 

Mr. Wiese. It will continue in the fourth quarter, yes. 

Mr. Datmas. Thank you. That is all. 

Mr. Burton. Does anyone have any further questions? 

Well, we thank you very much for your testimony, sir. 

Mr. Wiese. You are welcome. 

Mr. Burton. We will adjourn until tomorrow morning at 10 o’clock 
in this same room. 

(Whereupon, at 12:05 p. m., the committee adjourned to reconvene 
on Thursday, August 23, 1951, at 10 a. m.) 
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CONTROLLED MATERIALS PLAN 


THURSDAY, AUGUST 23, 1951 


House or REPRESENTATIVES, 
SuBCcOMMITTEE No. 3 or THE SELECT COMMITTEE 
To Conpuct a Stupy AND INVESTIGATION 
OF THE PROBLEMS OF SMALL BUSINESS, 
Washington, D. C. 


The subcommittee met, pursuant to adjournment, at 10 a. m., in 
room 1324, New House Office Building, Washington, D. C., Hon. 
Clarence G. Burton presiding. 

Present: Representatives Burton, and Clinton D. McKinnon. 

Also present: Victor P. Dalmas, executive director, Arthur F. 
Lucas, Duncan Clark, and Jeremiah T. Riley of the Staff. 

Mr. Burton. We will call the meeting to order. 

First we will hear from Mr. Weikel, manager, commercial research 
and industrial development, Belthehem Steel Co. 

Mr. WEIKEL? 


STATEMENT OF C. H. H. WEIKEL, MANAGER, COMMERCIAL 
RESEARCH AND INDUSTRIAL DEVELOPMENT, BETHLEHEM 
STEEL CO., BETHLEHEM, PA. 


Mr. Werke. Good morning, sir. 

I have a statement here of Mr. Paul Mackall, who is vice president 
of the Bethlehem Steel Co., and I should like to read this statement, 
if I may. 

Mr. Burton. That is entirely in order. 

Mr. WEIKEL (reading): 


In accordance with the following telegram aatea August 17, 1951, directed to 
me and received at my office, August 20, 1951: 

“Your presence is requested at 10 a. m., Thursday, August 23, room 1301, New 
House Office Building, Washington, D. C., to present the views of vour company 
on the controlled-materials plan, its operation, its effects on steel distribution, 
and collateral matters including allocation against estimated tonnage for fourth 
quarter, attrition, expansion of blast furnace and ingot capacity ana completion 
dates, et cetera. Please have prepared statement if possible. Please contact the 
committee room 129, House Office Building, Washington, D. C., if you desire 
further information. 

“CLARENCE G. BuRTON, 
“Chairman, Subcommittee No. 8, 
‘House Small Business Committee.” 


I wish to make the following.comments: 

First, as to our ideas on the controlled-materials plan, its operation, and its 
effects on steel distribution. 

On June 20, 1951, tne Steel Advisory Committee met with Mr. Fleischmann, 
heard his views on the necessity of installing controlled-materials plan and 
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ex.ending its scope possibly to an all-out control. Considerable discussion was 
heard on the possibility of its successful operation and of the plan—all of which 
res'iited in the following resolution: 

“According to public information, the direct military requirements of steel 
for 1951 are not in excess of 10 percent at the present production and for 1952 
not to exceed 15 percent. 

“Government controls promote confusion and in our opinion are unnecessary 
when we are not fighting a major war. 

“It is essential that we continue to operate the civilian economy at a high level 
and it is our belief that we should, as soon as practicable, abolish all controls 
covering the production and distribution of steel, other than that required for 
the direct military needs. 

“We accordingly offer the above as. a resolution to be part of the minutes of 
the meeting held today.”’ 

This nad my approval at that time and still represents my opinion, and had 
at that time the unanimous recommendation of all members of the advisory 
committee. 

The men on this committee represent practically all of the companies in the 
steel business, both large and small, and certainly represents a cross section of 
the entire industry. 

From our viewpoint, the operation of the plan since that date has increased our 
fears about its probable success. 

\s to that part of your telegram relating to the different phases of the expan- 
sion programs, et cetera, I wish to state that this has been a matter of interest 
to a number of governmental departments and the steel industry has submitted 
many facts and statements concerning all phases of the needs for and the pro- 
posed expansions. 

Some time ago the Bethlehem Steel Co. received a letter from the American 
Iron and Steel Institute, stating that Mr. C. E. Wilson, of the Office of Defense 
Mobilization, had requested Mr. H. G. Batcheller to make a comprehensive study 
of all phases of the iron and steel industry. We were asked to furnish Mr. Bat- 
cheller in considerable detail information relating to our present facilities for the 
manufacture of coke, pig iron, and ingots and also facilities for manufacture of 
hot-rolled products, together with full information on our plans for the expansion 
of these facilities. These were submitted by us and it is my understanding that 
they were also submitted by the remainder of the steel industry, so there should 
be—and I think is—an intelligent, thorough, and complete study of this entire 
subject. 

For this report a number of questions were also asked us about the distribution 
of steel products and certain questions in reference to the operation of CMP. 
We, therefore, assume that this matter was covered by Mr. Batcheller in his report 
and suggest that perhaps this is the best place to find out Mr. Batcheller’s conelu- 
sions reached by compiling the opinions of members of the steel industry. 

First, I think that the steel industry has done a very good job for the small- 
business man. I know from Bethlehem’s viewpoint, taking 1947 as a base, we in 
1950 increased our shipments to the small-business man by 23 percent, and in th: 
first 5 months of this year by 28 percent. I call the small-business man one who 
employs less than 500 people, which is the definition of the Senate committee. 

As to the effect of CMP on the small-business man, any system that tends to 
confusion and also separates the producer from direct contact with the consumer 
certainly must be harmful in properly handling that business. I should think this 
would be particularly true of small business where the daily contact of our sales- 
men give us definite knowledge of their varying requirements. 

That is from Mr. Mackall, and I would like to submit it, sir. 

Mr. Burron. Thank you very much. Have you any further com- 
ments that you care to make at this time? 

Mr. Werket. That could either complete it from my standpoint, 
or whatever would be your desires on the subject. 

Mr. Burron. We have some questions we might ask you. Some 
you have already answered in that statement. I have here a question 

As you know, we are in a period of limited rather than total mobiliza- 
tion. Do you believe that the Controlled Materials Plan is neces- 
sary during such a period? 
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Mr. Werxet. It is my own opinion, sir, that the Controlled Mate- 
rials Plan is not necessary in a period of partial mobilization to the 
extent where we are now. 

Mr. Burton. What are your principal reasons for feeling that it is 
unnecessary? 

Mr. Werke. Well, there are many. In the first place, the take of 
the military—and by ‘military,’ I mean all of those things that relate 
directly to military use—is a comparatively small percentage of the 
total amount of steel that is being produced. Quite obviously, I 
think that everyone would agree that steel for that use is No. 1 on the 
list and must be made immediately available. 

To attempt to divide up the remainder of the steel to an economy 
as big and broad as ours, in my opinion, is a job that there just is not 
anyone smart enough to do, sir. Steel is not a commodity like wheat 
or cement—but steel as we sell it consists of thousands of grades and 
sizes and shapes and forms. Most of it is made for particular pur- 
poses, and it goes into a vast number of consuming industries. 

I am speaking now of the normal flow of steel to our civilian uses. 
To attempt to control all of that, to have determination of what each 
particular industry should get or should need, I think is a task just 
too vast for anyone to try to cope with. 

Mr. Burton. We appreciate the magnitude of that task, but 
immediately following the Korean outbreak, there was a grab for 
steel, and a shortage was expected. 

How would you get a fair and equitable distribution of that steel if 
some type of control were not undertaken? 

Mr. Werke. You are speaking now of the steel going into civilian 
uses? 

Mr. Burton. Yes; because we are all agreed that defense should 
take it first. 

Mr. Werke. That is right. 

Mr. Burron. And considering the portion of production to be taken 
out, how would you have secured an equitable distribution of that left 
for civilian needs? 

Mr. Werke. Well, I think that the steel producers over the many 
years who have had contact with all the people who use steel, have done 
and can do an equitable job in the distributiou of that steel. 

Mr. Burton. | am rather inclined to agree with you there, but there 
was evidence of speculators, many of them probably not belonging in 
the industry at all, entering the field and creating a black market. 
How otherwise could you prevent that? That may be a large question. 

Mr. Werke. I don’t know that I am completely competent to talk 
about the black market and all its ramifications, but we have tried—— 

Mr. Burton. This committee has encountered it, so we know 
it exists. 

Mr. Werke. I know there is no question about it existing, but 
when you consider that the steel industry today is making about 
2 million tons of steel a month, I don’t believe that the amount of 
black market has been too serious. I cannot answer that too accu- 
rately, sir. I mean, that in itself is a study, and you with your hear- 
ings that you have already had are probably more competent on that 

subject than am I. 

Mr. Burton. Mr. McKinnon? 
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Mr. McKinnon. If we do have a black market, you realize it is 
not to the good of our economy to have it? 

Mr. Werke.. There is no question about that. 

Mr. McKinnon. And it has been existing for some time? 

Mr. WerKke.. Yes. 

Mr. McKinnon. And it existed prior to the CMP regulations, it 
came into being with the DO orders, did it not? 

Mr. Werxet. Oh, no, I think the black market existed long before 
then—you will always probably have steel or any other commodity 
in terms of peak demand selling for higher prices in certain areas— 
that is not only true of steel, but it is true of a great many other 
commodities. 

Mr. Burron. It is true of all commodities? 

Mr. Werke . It is true of all commodities. 

Mr. McKinnon. Your interpretation of black market—it would 
not be a black market if you did not have regulations which it was 
violating? In other words, it would just simply be a matter of supply 
and demand? 

Mr. Werke. It depends on how you define black-market steel 
or a black-market operator. 

Mr. McKinnon. Well, how would you define it? What would be 
your definition of a black market? 

Mr. Werke. Well, I don’t know how I would define a black-market 
operator, except that it would be one who got steel through channels 
probably other than normal, and attempted to sell it at prices far 
beyond the going level of prices. 

Mr. McKinnon. Well, now, in this abnormal situation we find 
ourselves in today, when the demand far exceeds the supply, do you 
think that private industry can regulate that and prohibit any black 
market from forming, or do you think that the Office of Price Stabili- 
zation and the National Production Authority will be of value in 
keeping that black market down? 

Mr. Werke. Your question is based upon what may be an assump- 
tion that the demand is far greater than the supply. 

Mr. McKinnon. That is true at the present time, is it not? 

Mr. Werxkew. I don’t know that, sir. 

Mr. McKinnon. Well, are your order books all filled for the fourth 
quarter? 

Mr. Werxet. Oh, yes. 

Mr. McKinnon. You have got more business than you can take 
care of at Bethlehem? 

Mr. Werxet. Yes, I would say so. 

Mr. McKinnon. Isn’t that true pretty nearly of all other steel 
companies? 

Mr. Werket. I would not say it—— 

Mr. McKinnon. Isn’t that an indication that there is a greater 
demand than supply? 

Mr. Werke.. For a quarter, but I don’t know how long that would 
extend. 

Mr. McKinnon. But at the present time we have a larger demand 
than we have supply? 

Mr. Werke. Well, I will accept that. ; 

Mr. McKinnon. It looks like it is going to be that way for the 
next year or two, does it not? 
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Mr. Werke. That is what I don’t know. I don’t think anybody 
knows what it is going to look like for the next 2 years, barring an 
all-out war. 

Mr. McKinnon. Well, now, if we maintain our defense appropria- 
tions and defense activities and defense build-up as Congress just 
recently appropriated money for this $56 billion military operation, 
do you think that we are going to have a pretty heavy demand upon 
steel? 

Mr. Werke. The expansion plans in the industry, as I know of 
them over the next year or so, I have been told, will take care of the 
demands of the direct military, again barring all-out war. If you have 
an all-out war, all these rules, of course, change, and I don’t know how 
we can accurately measure in the future, at the moment, what the 
demand for steel is going to be for these many and varied civilian uses. 

Mr. McKinnon. Well, of course, it is hard to estimate. But at the 
same time your plant expansion throughout the steel industry during 
1952 is not going to be appreciably larger, maybe 3, 5, or 8 percent than 
it was this current year, is that not true? 

Mr. Werke. Well, when you start to add just a few percent to a 
figure of 100 million tons, you get rather substantial figures as a result. 

Mr. McKinnon. Well, now, for your information, let me point out 
that these various departments of the Government that are in charge 
of allocating steel to various types of industry that come before them 
and for the school and hospital programs have cut them down by about 
half of what they claim they need. The same thing is true in the auto- 
mobile industry. There have been big cuts forecast in many industries 
that are claiming steel and wanting steel badly, and they are being 
kept back to a large amount far in excess of what this increase in steel 
capacity is going to be next year. 

Every indication that I have read, or every indication that I have 
heard from anyone indicates that there will be far more demand next 
vear than there will be supply, even with the increased capacity that 
the steel mills are putting out. Have you heard anything to the 
contrary on that? Do you have any information to the contrary? 

Mr. WerKet. I have no information to the contrary, nor do I 
have any that would completely substantiate that statement, sir. 
I mean, if you are looking a year or more ahead. 

I think what has been done in many cases has been to take the 
amount of steel that was requested in the fourth quarter and that 
was multiplied by four to determine a year’s requirement, and I would 
not subscribe at all to that as a way of determining what the yearly 
demand is going to be. 

Mr. McKinnon. Well, would you say, Mr. Weikel, that during the 
year 1950 we had sufficient steel to take care of all our needs? 

Mr. Werxet. No, I certainly would not. Otherwise the steel in- 
dustry would not be in the midst of the expansion plan that has been 
started some years ago. A lot of the steel expansion plan, you must 
remember, started prior to the Korean situation. The steel industry 
is continually expanding. 

Mr. McKinnon. Yes. 

Mr. Werxet. You must remember that the steel industrv is a big, 
complicated industry, with a great number of people producing steel 
and its products going to thousands of different industries, and it is 
not an industry that is easy to keep in perfect balance, and it probably 
never will be. 
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Mr. McKrwnnon. That is right. It is further complicated by the 
fact that you have various forms and types, one particular type can be 
out of balance, and another type can be in balance. 

Mr. Werxet. We cannot build a half mill to take care of certain 
demands. We have to build an entire mill, and you have a demand 
for cold-rolled strip or hot-rolled strip to build a modern mill, you are 
building a very substantial piece of equipment that can only make 
economically very substantial tonnages of steel. We cannot build 
half a mill, if you follow me. 

Mr. McKinnon. Yes. But it seems to me that if we were short in 
this current year of 1951, and if we are going to have some added 
capacity in 1952, that the demand is very likely going to be the same 
in 1952 that it was in 1951. The same sort of situation we find our- 
selves in will exist, because in 1951 there are so many deferred needs 
for steel that if the demand should slacken somewhat in 1952 you 
would pick up this deferred need, and the supply will very likely be 
short in 1952 the same as it has been in 1951. 

I am just interested in learning if you have any information to the 
contrary, because certainly we should take it into consideration on the 
thing we are advocating. 

Mr. Werke. Well, if your basic question is, one, do I think that 
we should have someone here in Washington governmental agencies 
dividing the pot left over, after military demands, regardless of where 
that demand level is, my answer is definitely ‘‘No.’’ We have always 
had over the years in the steel industry periods in which the times of 
demand exceeded the then current supply, and in due course the avail- 
able capacity catches up with it. 

We have never had an occasion in those years to have a govern- 
mental agency cividing the pot, and I think that our economy has 
progressed rather well doing it the way it has been done. 

Mr. McKinnon. Of course, I agree that our economy has gotten 
along very well, and we don’t want to do anything that is going to 
upset that economy. It is too valuable to us. But the question 
arises in my mind, if you take the strict military needs, and I imagine 
we both interpret “strict military needs’’ to be strictly armament 
needs——— 

Mr. Werke. Not necessarily. 

Mr. McKinnon. What other things do you include in it? 

Mr. Werkev. I would say your Atomic Energy Commission needs— 
and if the Air Force needs buildings to build planes, certainly a con- 
struction item of that kind is direct defense. So it is not just going 
into armament. I mean all of those things definitely relate to the 
production of —— 

Mr. McKinnon. Would you include housing, say, as a military 
need? 

Mr. Werke. Well, in places, yes; and probably in a good many 
places, no. The trouble is when you start to define these things you 
get to a little complicated problem, in my opinion. 

Mr. McKinnon. Who is going to make that determination? The 
determination is going to have to be made when you have a product 
in short supply. Who is going to make it? Is the steel company 
going to be the one who will say, ‘‘Well, certain houses in this locality 
are going to be essential, but houses over here are not going to be 
essential. And certain hospitals are going to be essential to the 
military effort over here, but over here they are not’’? 
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Farm equipment, in this type of situation is essential to the military 
effort, but over here it is not. Who is going to make the determina- 
tion when you have to divide the steel up? 

Mr. WerKev. Well, | am not too sure that I would completely 
concur that it would take someone down here in Washington to do 
that. 

Mr. McKinnon. Who would you suggest do it, then, in lieu of 
somebody in Washington? 

Mr. Werke. How has it always been done previously? The steel 
producers are people that I think are reasonable people. 

Mr. McKinnon. | don’t doubt that—let me make it plain that I 
am not casting any doubt upon the sincerity 

Mr. Werke. I understand that, but they have plants scattered 
all over the United States, and | would think that each producer in 
his area would do his utmost to take care of the problems arising 
within that particular area 

Mr. McKinnon. I will grant you that they will go into it with the 
utmost of sincerity and the utmost endeavor, but who is best qualified? 
Is the steel industry itself qualified to make those basic determina- 
tions as to what is essential to our economic good throughout the 
country and our military effort, or should the steel companies make 
that determining factor? 

Mr. Werke. Well, we have been doing it rather well so far, I 
would think. 

Mr. McKinnon. The steel industry has? 

Mr. Werke. Yes. 

Mr. McKinnon. Did vou do it during World War II? 

Mr. Werke. Well, you had a different problem in World War II 
than vou have here at the moment. 

Mr. McKinnon. Basically vou had the same problem, did you not, 
with a shortage in supply, compared with the demand? 

Mr. Werket. Well, now—but vou had during World War IT an 
entirely different: situation, so far as the distribution of steel is con- 
cerned, and the controlled-materials plan that was in effect during 
World War II is not the plan, as | understand it, at least, that is 
trying to be set-up and worked today. 

Mr. McKinnon. Well, of course, in World War LI, the same as in 
this present emergency, you had a short supply of steel compared to 
the needs, and somebody had to come in and make a determination as 
to where the available steel was going to be used. During World 
War II the Government handled that and made the basic determina- 
tion. 

Do you propose that the steel companies do it during the present 
emergency, rather than the Government? 

Mr. Werxe-. I will say this to you, again in the case of an all-out 
emergency, and all-out war, there is no question in my mind but what 
complete control is necessary. I make no change on that at all. If 
we were in all-out war, I would say that we very definitely would need 
complete control, not only of steel, but of a great many other com- 
modities that might be in short supply. 

Mr. McKinnon. Well, would you not say 

Mr. Werke. But we are not in that kind of a situation today. 

Mr. McKinnon. Would you not say that our situation is tougher to 
handle today than it would be in all-out war, when you can afford to 
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close down a lot of unessential industries, that it is more complicated 
today than it would be in an all-out war? Isn’t that so? 

Mr. Werkev. Certainly it is much more complicated, extremely 
so, but 1 don’t think that it is possible to gather all the answers to 
those problems for your steel-consuming industries, and control them 
from one place. 

Now, those items that directly relate to defense, if you have a 
housing problem that is being built with an air base, as an example, 
I don’t care where it might be, but that housing is part of that air 
base, certainly that is a defense project. 

Mr. McKinnon. Well, let’s take a community like San Diego, 
Calif., where you have a very large naval base, and a very large air- 
craft industry that is producing for the military, but the rest of the 
community is a city that has its own government and own municipal 
problems— 

Mr. WeIKEL. Yes. 

Mr. McKinnon. Now, who is going to make the determination 
there? You cannot include the housing there as an Air Force base or 
a naval base, but there are certain civilian requirements essential to 
the military effort, but they are not directly of the military effort. 
Who is going to make that determination that steel for housing in 
San Diego should have prior rating over steel for housing, let’s say, 
in Sarasota, Fla., or Peoria, Lil. 

Mr. Werke.. You would have that same condition prevailing all 
over the United States. 

Mr. McKinnon. Certainly. Now, who is going to make the 
determination as to how we are going to allocate that shortage of 
supply, the steel companies or the representatives of the Government? 

Mr. Werke.. Who would you suggest? 

Mr. McKinnon. Well, I am interested in your viewpoint, because 
you say we don’t need, so far as the steel industry goes, these agencies 
in Washington, and if you don’t need them, then we need to find out 
who can be used to allocate these supplies. What is the better agency, 
or what is a better method of doing it? I am in complete agreement 
with you that there are very many unsatisfactory answers about our 
present situatlon here in Washington, but what is a better answer? 
Where are we going to find a better answer? If you have a better 
answer, | should like to have it. 

Mr. Werxer, I am not sure that I have a better answer. 

Mr. McKinnon. Well, if we don’t have a better answer we have 
to take the best answer we have. 

Mr. WerKev. I am not too sure that is the best answer. 

Mr. McKinnon. Well, now, it is the only answer so far. Now 
either that, or the steel companies—do you feel the steel companies 
can make all these determinations far better than the Government? 

Mr. Weikev. Certainly not. I don’t mean to imply at all that al! 
the intelligence in the distribution of this thing is in the steel industry 
The steel industry can always work with whoever is the best qualified 
to talk about these problems, but you are bringing up part of just a 
just a very minor part of the problem of the entire distribution system 
of steel. Would you carry that same thing to automobiles. and re- 
frigerators and electric irons, and toys, and a thousand and one othe: 
things that would have to be controlled if you have an all-out contro! 
and then somebody will have to determine how many bedsprings wil! 
be made, and everything else? 
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Mr. McKinnon. That is my argument exactly, Mr. Weikel. Some- 
body is going to have to make that determination, and the question is, 
since it 1s going to have to be an over-all determination, based upon 
the outlook of everything, when we come down to centralization and 
responsibility, how else can you do it other than through the Govern- 
ment which represents all industry and all the economics of our coun- 
try? 

Mr. Werke. Well, I just don’t think that there are enough quali- 
fied people that could be put down here in Washington, and the ones 
that are here are very competent and qualified people—I know a good 
many of them——— 

Mr. McKinnon. Well, most of them come from business itself, 
don’t they? 

Mr. WEIKEL. Sir? 

Mr. McKinnon. Most of them come from business itself? 

Mr. Werket. I don’t know whether most of them have, but a lot 
of them have. But when you try to determine how you are going to 
run an entire economy as complicated as this one of ours happens to 
be, particularly from the steel industry standpoint, in the face of a 
limited amount of requirements of the direct military, I don’t know 
how you are going to do it, frankly, and come up with an operation 
that will keep the steel mills continually going, and at the same time 
take care of as wide a cross section as possible of our economy. 

Mr. McKinnon. Well, now, we have not had this CMP plan in 
effect very long, but what are some of the suggestions that vou could 
make that would make it a more perfect plan, a more workable plan? 
Have you noticed any kinks in it that have bogged you down and 
stopped production in the steel mills? 

Mr. Werket. Well, I might say that from where we sit at the 
moment, that its operation certainly has resulted in a whale of a lot 
of confusion in the steel industry. 

Mr. Burton. Well, I would simply want to ask you this, as to 
whether it goes to the extent of lessening production or not, has it 
interfered with production? 

Mr. Werke. Well, I don’t think that it has as of the moment, 
but under certain conditions it could very definitely do so, because 
as you— 

Mr. Burton. You see, the responsibility of this committee is to 
take care of the interests of small business. 

Mr. Werke.. Yes. 

Mr. Burton. Now, under the shortage of steel and the rubber 
commodities, the tendency, at least so we were told, was for the 
advantage to go to the large concerns, and the small user was likely 
to be left out on the limb. We did find in our hearings, particularly 
in Chicago, that many of these small producers and fabricators of 
agricultural implements were unable to get their steel requirements. 
That is how we happen to be into the case. 

Mr. Weike.. Yes. 

Mr. Burton. Now, how could we get this equitable distribution 
and care for the interest of the small user, except through a CMP plan 
or some other such plan. 

Mr. Werke... Well, I think—— 

Mr. Burron. Is that the best we have? If not, what is better, as 
Mr. McKinnon has tried to develop? 
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Mr. Werke. Let me just say one fundamental fact, that I think 
is sometimes lost sight of in discussing the controlled-materials 
plan, that that plan in itself will not produce one more pound of steel. 

Mr. McKinnon. Right there, we stipulate to that, too—— 

Mr. Burron. Yes. 

Mr. McKinnon (continuing). But let me ask you this, does it stop 
us from producing our maximum amount of product? 

Mr. Werxe.. | cannot say that it does or that it would, but it is 
quite conceivable that it might, if confusion were to stay in the minds 
of the producers and buyers alike, it could in certain places definitely 
hurt production. It would be hard to measure. I am not too sure 
that we could even express an opinion too accurately on that at the 
moment. 

Mr. Burron. There is one thing that I have not been able to 
understand, and that is why with production at 110 percent, and only 
approximately 10 percent of the steel production being used for 
military purposes, why there is such an acute shortage of steel? There 
must be some factor, other than what is indicated by those plain 
figures. 

Of course, I have had enough experience in industry to know that 
demand is not a stable quantity. You have a wide variance in de- 
mand, and sometimes for no obvious reason. That is not confined to 
steel. But I just wonder why there is such a shortage. 

Mr. Weikxet. Well, even if you did assume a shortage, the con- 
trolled materials-plan is not going to take care of a shortage, if one 
does exist. 

Mr. Burton. No; but it takes care of the distribution, what there 
is to be divided, ves, an equitable distribution. 

Mr. Werke. Well, now, by “equitable,’’ do you mean, of course, 
that somebody had to determine what that distribution is? 

Mr. Burron. That is right. 

Mr. Werke. Well, I can just repeat what I said earlier, that I do not 
think that for the vast production, and the vast number of steel con- 
sumers who buy everything from fine wire to big structural material, 
that you can set up a central body that can do a complete, thorough, 
and intelligent job on it. I feel very strongly about that. 

Mr. Burron. Well, we can understand that it is such a huge task 
that no one can do a perfect job. But, as Mr. McKinnon has tried 
to develop, how otherwise can you do it, if you don’t have a central 
agency of impartial people? 

Now, the steel companies would have no authority to make an 
over-all distribution. 

Mr. Weixet. No. You would still have, regardless of where your 
level of demand was, in the main you would still have the same set of 
consumers and the same set of producers that know each other and 
know each other’s problems, and I think that the steel industry has 
done a fairly good job in distributing the tonnage that they have had 
available over the last couple of years. 

Mr. Burton. We concur in that opinion. 

Mr. McKinnon. The shortcoming there, however, Mr. Weikel, 
is that-—and in no way do I wish to infer that the steel industry has 
not tried to be fair and has not been capable of taking care of their 
historic customers—when we get into a field of shortages and a matter 
of national defense, and all the other secondary ramifications that go 
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with that, how is the steel industry going to be able to make that 
determination. that we are going to have to put more steel into, let’s 
say, houses or freight cars or oil wells, rather than into automobiles, 
refrigerators, and things like that? Somebody has got to make the 
determination of what will be to the best interests of our country in 
national defense, and the things that support national defense, and 
while the steel mills are very capable of taking care of their historic 
customers, I question whether the steel industry is sufficiently informed 
and capable, and has the resources, to make the basic determinations as 
to the country’s welfare in the matter of national defense and the 
allocation of steel to support it. 

Mr. Weiket. Well, so far as the national defense is concerned, I 
completely concur with you. The other items—what has happened 
so far under this plan is that a great many industries have been labeled 
as defense-supporting industries, and that, to my mind, is a very 
unfortunate definition, because many of those defense-supporting 
industries are exactly the same industries that the steel industry has 
been supplying for the last 50 years, and just calling them defense- 
supporting industries still does not change a freight car, it is still a 
freight car. 

Mr. McKinnon. Well, sometimes a freight car is more urgently 
needed in certain periods than in other periods? 

Mr. Werxket. Surely, I agree with that. Somebody has to make 
that determination when we don’t have enough steel to go around. 
Well, I still don’t think that the division of steel to the civilian econ- 
omy can best be done by any central Government agency. 

Mr. McKinnon. Well, I appreciate your viewpoint, and I am 
simply trying to find out how you would do it otherwise, and I don’t 
think from the discussion we have had here that you have that answer 
either. 

Mr. Werxev. I would not change the system that has been working. 

Mr. Burton. You would not change the CMP? 

Mr. Werke. Oh, no, no, no, I don’t say 

Mr. Burton. The CMP is an improvement over the DO system, 
in your opinion, is it? 

Mr. Werke. Well, that is an entirely different question, sir; 
isn’t it? 

Mr. Burton. Well, we are trying to get into the details, that is all. 

Mr. Werke... What | said, referring to—— 

Mr. Burron. You don’t believe in control? 

Mr. Weike.. I don’t believe in controls, except—— 

Mr. Burton. Government control. 

Mr. WeIkeEt (continuing). Except for the military. The military 
needs must come first. There is no question about that, and if we 
should go into an all-out war, then definite and full controls are neces- 
sary, iN my opinion. 

Mr. McKinnon. Now, this all-out war, Mr. Weikel, that you talk 
about, we have been told by the military agencies that if we were in 
an all-out war they could not be placing any orders any faster than 
they are doing at the moment. There is always a lag time and, even 
if we were in an all-out war, we could not spend more money than 
we are spending in this fiscal year 1952 

Mr. Burton. Well, we could spend more money, but we could 
not get any more goods. 
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Mr. Werkxet. Let me just say one fundamental fact, that I think 
is sometimes lost sight of in discussing the controlled-materials 
plan, that that plan in itself will not produce one more pound of steel. 

Mr. McKinnon. Right there, we stipulate to that, too—— 

Mr. Burron. Yes. 

Mr. McKinnon (continuing). But let me ask you this, does it stop 
us from producing our maximum amount of product? 

Mr. Werket. | cannot say that it does or that it would, but it is 
quite conceivable that it might, if confusion were to stay in the minds 
of the producers and buyers alike, it could in certain places definitely 
hurt production. It would be hard to measure. I am not too sure 
that we could even express an opinion too accurately on that at the 
moment. 

Mr. Burron. There is one thing that I have not been able to 
understand, and that is why with production at 110 percent, and only 
approximately 10 percent of the steel production being used for 
military purposes, why there is such an acute shortage of steel? There 
must be some factor, other than what is indicated by those plain 
figures. 

Of course, I have had enough experience in industry to know that 
demand is not a stable quantity. You have a wide variance in de- 
mand, and sometimes for no obvious reason. That is not confined to 
steel. But I just wonder why there is such a shortage. 

Mr. Weiket. Well, even if you did assume a shortage, the con- 
trolled materials-plan is not going to take care of a shortage, if one 
does exist. 

Mr. Buerron. No; but it takes care of the distribution, what there 
is to be divided, ves, an equitable distribution. 

Mr. Weiket. Well, now, by “‘equitable,”’ do you mean, of course, 
that somebody had to determine what that distribution is? 

Mr. Burron. That is right. 

Mr. Werke. Well, I can just repeat what I said earlier, that I do not 
think that for the vast production, and the vast number of steel con- 
sumers who buy everything from fine wire to big structural material, 
that you can set up a central body that can do a complete, thorough, 
and intelligent job on it. I feel very strongly about that. 

Mr. Burton. Well, we can understand that it is such a huge task 
that no one can do a perfect job. But, as Mr. McKinnon has tried 
to develop, how otherwise can you do it, if you don’t have a central 
agency of impartial people? 

Now, the steel companies would have no authority to make an 
over-all distribution. 

Mr. Werxer. No. You would still have, regardless of where your 
level of demand was, in the main you would still have the same set of 
consumers and the same set of producers that know each other and 
know each other’s problems, and I think that the steel industry has 
done a fairly good job in distributing the tonnage that they have had 
available over the last couple of years. 

Mr. Burton. We concur in that opinion. 

Mr. McKinnon. The shortcoming there, however, Mr. Weikel, 
is that—and in no way do | wish to infer that the steel industry has 
not tried to be fair and has not been capable of taking care of their 
historic customers—when we get into a field of shortages and a matter 
of national defense, and all the other secondary ramifications that go 
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with that, how is the steel industry going to be able to make that 
determination that we are going to have to put more steel into, let’s 
say, houses or freight cars or oil wells, rather than into automobiles, 
refrigerators, and things like that? Somebody has got to make the 
determination of what will be to the best interests of our country in 
national defense, and the things that support national defense, and 
while the steel mills are very capable of taking care of their historic 
customers, I question whether the steel industry is sufficiently informed 
and capable, and has the resources, to make the basic determinations as 
to the country’s welfare in the matter of national defense and the 
allocation of steel to support it. 

Mr. Werke. Well, so far as the national defense is concerned, I 
completely concur with you. The other items—what has happened 
so far under this plan is that a great many industries have been labeled 
as defense-supporting industries, and that, to my mind, is a very 
unfortunate definition, because many of those defense-supporting 
industries are exactly the same industries that the steel industry has 
been supplying for the last 50 years, and just calling them defense- 
supporting industries still does not change a freight car, it is still a 
freight car. 

Mr. McKinnon. Well, sometimes a freight car is more urgently 
needed in certain periods than in other periods? 

Mr. Werkev. Surely, I agree with that. Somebody has to make 
that determination when we don’t have enough steel to go around. 
Well, I still don’t think that the division of steel to the civilian econ- 
omy can best be done by any central Government agency. 

Mr. McKinnon. Well, I appreciate your viewpoint, and I am 
simply trying to find out how you would do it otherwise, and I don’t 
think from the discussion we have had here that you have that answer 
either. 

Mr. Werke. I would not change the system that has been working. 

Mr. Burton. You would not change the CMP? 

Mr. Werke. Oh, no, no, no, I don’t say—— 

Mr. Burton. The CMP is an improvement over the DO system, 
in your opinion, is it? 

Mr. Werke. Well, that is an entirely different question, sir; 
isn’t it? 

Mr. Burton. Well, we are trying to get into the details, that is all. 

Mr. Werket. What I said, referring to—— 

Mr. Burton. You don’t believe in control? 

Mr. Wrixe.. I don’t believe in controls, except—— 

Mr. Burton. Government control. 

Mr. WeIKEL (continuing). Except for the military. The military 
needs must come first. There is no question about that, and if we 
should go into an all-out war, then definite and full controls are neces- 
sary, in my opinion. 

Mr. McKinnon. Now, this all-out war, Mr. Weikel, that you talk 
about, we have been told by the military agencies that if we were in 
an all-out war they could not be placing any orders any faster than 
they are doing at the moment. There is always a lag time and, even 
if we were in an all-out war, we could not spend more money than 
we are spending in this fiscal year 1952——— 

Mr. Burton. Well, we could spend more money, but we could 
not get any more goods. 
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Mr. McKinnon. Well, I don’t think we could process the orders 
and get the schedules set up in all-out war any better than we are 
doing right now. At least, that is what we have been told. This 
56-billion-dollar appropriation bill we passed the other day has all 
the money that can be used, or more money than can be used in the 
next 12 months, and we probably cannot spend all that, because we 
cannot get orders placed and production started. 

Mr. Werke. So far as the difference between all-out war and all-out 
defense is concerned, the impact on our economy between those two 
is very little, if not, as you said a moment ago, more confusing under 
the present situation than it would be with all-out war. Well, I 
again repeat that if we go into an all-out war you have to have com- 
plete control. Under the present situation | think that complete 
control is more confusing, and is going to hurt the economy more 
than it is going to help it, but always coming back to what IT said 
first, we have got to take care of completely all our military needs. 

Mr. McKinnon. But it is rather confusing to draw the line where 
a military need ends and a pure civilian need starts? 

Mr. Werke. In certain fields that might be true. 

Mr. McKinnon. Who is going to make that determination? 

Mr. Werker. Well, that is something that would have to be 
determined, I would imagine, by people discussing it with the steel 
industry. 

Mr. McKinnon. By what? 

Mr. Werke. But you don’t need a plan to do it with. 

Mr. Burron. Do | understand 

Mr. Werke. You don’t need to control the whole steel industry 
to do that. 

Mr. Burron. Do I understand that under present conditions you 
would have governmental control of the direct defense needs, and 
would do without centralized control beyond that that is left, you 
would leave to distribution by the steel companies without any 
control? 

Mr. Werke. In the main, yes, sir; there might be certain 

Mr. Burron. Well, then if you had 11 customers and 10 units, 
how would you avert unbridled biddmg among those customers for 
the product that could not cover the needs of all? 

Mr. Werket. Well, that situation is one that we have had over the 
past several years. 

Mr. Burron. No; you have not had it in its present confused stage 

Mr. Werket. Well, that is true, but we have had an apparent 
demand in excess of the available facilities. 

Mr. Burron. For a number of years? 

Mr. Werkev. Well, for the last several 

Mr. Burton. For how long? 

Mr. Werke. Well, for the last several years, it goes in and out, 
it happens many times over a long period of industry. 

As I said, the steel industry is never in perfect balance, and in 
certain times; 1929 is a good example. 

Mr. Burron. Well, has there been a general shortage over the 
period of the last 5 years, say, or 3 vears? 

Mr. Werke. I would say that the economy has been pretty well 
taken care of; blank spaces, yes. Certainly, | would be the last on 
to say that there were not blank spaces. 
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Mr. Burton. After you take out your defense needs, you are not 
going to have enough to go around. If we have uncontrolled bidding, 
where are we going in the wav of price? 

Mr. Werke. Well, vou will have it where you had that same—— 

Mr. Burron. There is vour inflation. 

Mr. Werke. That is right; but, where you have had exactly that 
same situation in the past, vou have had demands at the moment 
greater than the available supply, and it has not run the price up at 
all. We didn’t sell steel that way. 

Mr. McKinnon. The price of steel has gone up? 

Mr. Werke . It has not gone up nearly on the level with most of 
your other commodities. 

Mr. McKinnon. But it has gone up? 

Mr. Werke. Oh, sure; ves. 

Mr. McKinnon. Mr. Weikel, let me ask you, you told me that 
vour order books are filled for the last quarter, you say your order 
books are filled for the last quarter of this year? 

Mr. WerKket. So far as | know. I don’t happen to be in that 
particular line of our business, but I would say that of the great many 
tickets that were put out by the fourth quarter by CMP, that has 
probably filled evervbody’s order books, maybe a couple of times. 

Mr. Burton. Did you say maybe a couple of times? 

Mr. Werke. Well, I don’t know exactly how much, but it is too 
difficult to measure at the moment; it is too confusing. 

Mr. McKinnon. We have been told that there are about 15 per- 
cent more tickets put out under CMP than the production is esti- 
mated to be. 

Mr. WerKket. Yes. 

Mr. McKinnon. And we have been told that that 15 percent excess 
will be taken care of by the normal attrition. Would you agree that 
that is a pretty accurate estimate, or would you be inclined not to 
agree with that? 

Mr. Werxket. I don’t know that I would have any way of knowing 
without making a study of it, sir; | don’t know. 

Mr. McKinnon. What provisions has your company made to take 
care of these unfilled orders, these small orders that have been coming 
in in excess of your plant capacity? 

Mr. Werke. Well, obviously, we cannot take any more orders 
for a given period of time than we have the capacity to produce in 
that time. In getting tickets, we have got to follow the rule that is 
set down on the way that we accept orders. That has been taken 
away from us. 

Mr. McKinnon. When these CMP orders come in, you take them 
up to capacity and reject them after that? 

Mr. Werke. We have no other way to do it. 

Mr. McKinnon. Do you have any plans ahead as to how you 
will be able to take care of 

Mr. Werxet. More what? 

Mr. McKinnon. Do you have plans to take care of the placement 
of these orders that are in excess of your present supply in the fu- 
ture, in the first quarter of 1952 or the second quarter of 1952? 

Mr. Werke. Well, I don’t know; I cannot answer that accurately. 
But I would not see how we could plan to take care of anything m 
that period or any period beyond the facilities that we have, and the 
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way that orders now get on our books is determined down here in 
Washington. We don’t have the determination of that. 

Mr. McKinnon. And you have no suggestions to make other than 
just eliminating all controls, as to how you get around that? 

Mr. Werket. That is right, except for the direct military, as I said. 

Mr. McKrtnnon. If you eliminated all controls, you would still 
have the same situation of having more orders than you would have 
available steel? 

Mr. Werke. If you had that condition, certainly that would be 
true. 

Mr. McKinnon. Do you think that the 21 million tons of steel 
output that has been estimated for the fourth quarter is going to be 
achieved? Do you have any factual figures on that? 

Mr. Werke. I would say there is no reason why it would not be, 
barring strikes, or something beyond the control of the industry. 

Mr. McKinnon. What sort of a basis do you use for forming your 
estimate of production? 

Mr. Werke. To determine how much we can produce each month? 

Mr. McKinnon. Yes. Do you make a report to NPA on your 
estimated output? 

Mr. Werke. Oh, yes; the knowledge of what the steel industry, or 
any given steel company can produce, is rather common. 

Mr. McKinnon. How do you form that view, for our information, 
Mr. Weikel? 

Mr. Werket. Well, one of the simplest systems I think that I can 
tell you of, each week every steel producer reports to the American 
Iron and Steel Institute in New York, the amount of steel that 
they are going to make in the next week, so there is a weekly measure- 
ment, and then the Steel Institute adds those together, and releases 
it to the public. So weekly figures come out of the institute regarding 
the amount of steel that will be produced by the steel industry. 

Now, that is in ingot tons, which is comparatively easy to measure. 
It is not in product tons, because then you begin to get complicated, 
because it goes over the whole vast ramifications of products. That 
figure also is reported, but not that frequently. That figure is 
reported once a month. 

Mr. McKinnon. Well, now, how do the estimates match up with 
the actual production, the estimates that are turned into the Steel 
Institute each week? Each company gives its estimate of what it is 
going to produce in the coming week? 

Mr. Werke. That is right; ves. 

Mr. McKinnon. How do those estimates match up with the actual 
production? 

Mr. Weixket. I would say that, barring strikes or something of 
that sort outside of the control of the industry, they are accurat: 
within an almost immeasurable amvuunt of percentage. 

Mr. McKinnon. To at least one-tenth of 1 percent? 

Mr. Werke. Oh, yes; I would say maybe even less than that 
You see, we have been doing this for many years, you see, and it is 
something that can be determined quite accurately. 

Mr. McKinnon. So that the forecast, then, ahead for the fourth 
quarter, and for the first quarter of 1952, is something that can b: 
depended upon pretty surely? 

Mr. Werke. I would say so. There again, barring things that 
might be without the control of the industry. 
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Of course, you must remember, too, that in this period, for the 
next several years at least, and this has been true for some time, 
there are new facilities coming in all the time throughout the industry. 

Mr. McKinnon. Well, now, I notice on a list that was given to 
us the other day that Bethlehem has some allocations for plant 
expansion. 

Mr. Werxe.. Yes. 

Mr. McKinnon. And that with the exception of a very minute 
amount designated for the west coast, all of that expansion is going 
to be done in the East. How does the company go about determining 
where they want to make that plant expansion, and for what reasons 
do they select a certain site in preference, say, to decentralization 
and going out on the west coast in the development of steel to match 
the enlargement program of our economic pattern out there. 

Mr. Werke. Well, that is a rather broad question. I will do 
my best to answer it. 

Mr. McKinnon. Yes. 

Mr. Werke. Taking our own company as an example as of Janu- 
ary 1950, we had an ingot capacity of 15 million tons—and I will 
talk ingots, because that is the best measuring stick—at the end of 
1950 we had 16 million tons capacity. The work that we now have 
in course of construction, or on our drawing boards and in planning 
and providing for, will raise that total to 17,600,000 tons, a rather 
substantial increase, I think, in a comparatively short time. 

Mr. McKinnon. That will mean production about when, that 
total of 17,600,000 tons. 

Mr. Werkeu. I would say within early 1953. There, again, that 
may be dependent somewhat on how we get the things that we need 
for our expansion program. Some of that is without our own control, 
but practically all of that expansion in steel making is distributed 
over most of our plants. What we do when we plan expansion to our 
facilities in normal times, and a large part of our present expansion 
has been planned for some time, we make rather minute studies of 
market areas, the types of products that will be used within those 
areas; we study the competitive situation and the very serious prob- 
lem of availability of raw materials. The steel industry, as you 
know, uses vast quantities of raw materials, almost 5 tons of raw 
materials to make 1 ton of finished product. You must locate a 
plant where you can bring together all of those tonnages in the most 
economical manner from the best place possible to get them. Ore is 
pretty well scattered all over the world, as you know, and you heed a 
lot of coal and limestone, and then a great many other things, so that 
the assembly of your raw materials is a very serious problem, and one 
that must, of necessity, be given a lot of study in the determination 
of what you are going to do and where you are going to do it. 

So in the final analysis the whole thing gets married, all the market 
studies that you have made; the studies of the availability of your 
raw materials; engineering lav-outs and studies of that kind, and then 
from all these studies a determination is made where we will go ahead 
with our expansion plans. 

Mr. McKinnon. Now, your market on the west coast has been 
a continually enlarging market, has it not? 

Mr. Werket. That is right. We have three plants on the west 
coast. 











322 SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 


Mr. McKinnon. Well, the expansion out there has not been any- 
where near in proportion to the expansion in the East, but the market 
expansion has been tremendously greater in the West than in the 
East, is that not true? 

Mr. Weixet. I would hesitate to answer that accurately just 
offhand, but we are pretty well posted on the markets for steel, not 
only on the west coast, but every a else, and there is no question 
about the west coast growing, and we are attempting to grow with it. 

Mr. McKrynon. Most of your at expansion is concentrated 
in the East in your particular company, is it not? 

Mr. Werke. From a tonnage standpoint, yes; that is true. 

Mr. McKinnon. Well, now, what are the factors that have caused 
Bethlehem to expand so tremendously in the East, and not to expand 
in the West, from the viewpoint of the expanding market in the West? 

Mr. Werke. Well, now, we do not have any rule as to where we 
will expand or where we will not expand. We try to do our expansion 
where the market is going to exist for our product. It all depends 
again, you don’t determine markets for steel as such. The markets 
are determined for plates or shapes, sheets or wire, or pipe, individual 
product studies. 

Mr. McKinnon. Now, with the possible exception of wire, I would 
say the plate structural steel, and those other types of steel, would 
certainly have a growing market on the west coast, but we fellows on 
the west coast are alarmed because steel does not expand on the west 
coast to match this growing market, and I am wondering why that is? 
What influences those decisions not to expand out there? 

Mr. Werke. Well, I don’t think there is any sinister influence in it 

Mr. McKinnon. I don’t mean to imply that. I am just interested 
in the economic factors. 

Mr. Werke... Well, you must bear this one thing in mind, that 
many of the steel-producing units that I mentioned earlier are very 
substantial affairs. Now, just as an example, we make standard 
structural steel on the west coast. There is a demand on the west 
coast, as there is all over the United States, for wide flange sections. 
Do you know the difference? 

The wide flange section is a much bigger, heavier section that you 
can roll in a standard mill, and we ship our wide-flange sections to the 
west coast from the East, because there is not enough demand on all 
of the west coast added together to warrant putting in even a single 
big wide flange structural mill there. 

Mr. MeKinnon. How many big structural mills do you have im 
the country? 

Mr. Werkxe.. Bethlehem? 

Mr. McKinnon. Yes. 

Mr. WEIKEL. Well, we have two big ones, one 1n Bethlehem, and 
one in Buffalo, where we make wide flange shapes. 

Mr. McKinnon. There are not very many such plants throughout 
the country, are there? 

Mr. Werke. There is one in Pittsburgh, and one in Chicago, | 
think just those four places where wide flange sections are made. 

But I do not have any question in my own mind at all that thé 
development of the steel industry on the west coast—I mean, if the 
market continues to develop there, the productive capacity will be 
provided there. But there again it is all based upon studies that | 
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have mentioned to you on markets, the amounts needed to run the 
new facility, where the raw materials are coming from, and some of 
the studies are quite complicated. 

Mr. McKinnon. Do you have sufficient raw materials on the west 
coast for expansion? 

Mr. Weiket. The west coast presents a particular problem on raw 
materials out there, sir. In our own operation we make steel there, 
but we do not make pig iron. We make the steel partly from pig iron 
that is shipped there, and mostly from scrap that we obtain out there. 

Mr. McKinnon. If the market were sufficiently attractive and 
large enough, raw material would not be a bottleneck? 

Mr. Werke. No; you would have to bring in raw materials from 
considerable distances, but we do that here on the east coast. 

Mr. McKinnon. I see 

Mr. Weiket. We bring in ore from Venezuela, and a lot of other 
places. 

Mr. McKinnon. That is all. 

Mr. Burton. Now, do you have any questions, Mr. Dalmas? 

Mr. Daumas. I have no further questions. 

Mr. Burvon. Well, we thank you very much for your testimony 
and we appreciate your coming. We might call on you again a little 
later. 

Mr. Weikev. Fine. 

Mr. Burron. You are excused for now. 

Mr. Burvon. Our next witness will be Mr. James L. Hamilton, 
dr.. V ice president in charge of sales, Granite ( ‘ity Steel Co. 


STATEMENT OF JAMES L. HAMILTON, JR., VICE PRESIDENT IN 
CHARGE OF SALES, GRANITE CITY STEEL CO., GRANITE CITY, 
ILL. 


Mr. Haminron. Mr. Chairman, you have not given me too much 
time to prepare a formal statement. I have been away from my 
office for about 10 days, and only spent a day and a half there in the 
last 10 days, but 1 do have a few remarks I would like to present 
to this group. 

Your telegram was received Monday morning requesting my pres- 
ence at this cathe ring, to present the views of the Granite City Steel 
Co. on the CMP, its operation, its effects on steel distribution, total 
allocation, against estimated tonnage produced for the fourth quarter, 
attrition, expansion of our plant facilities, completion dates, et cetera. 

All of these subjects are extremely complex, controversial, and of 
such a magnitude that it is impossible for any one person to look at 
all of these matters objectively. 

Perhaps the first thing that you would be interested in knowing ts 
something about the Granite City Steel Co. 

You gentlemen represent the House Committee on Small Business. 
The Granite City Steel Co. is small business in the steel industry. 
We represent something less than 1 percent of the entire steel ingot 
production. 

We are approximately eighteenth in size in the Nation. 

Paradoxically, we might be termed big business in our own com- 
munity, as we are an important supplier to many large, medium, and 
small businesses. 
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All of our products are flat rolled steel, and by that I mean cold- 
rolled sheets, and such, and our current sales are at the rate of $90,- 
000,000 annually. 

Prior to the war we produced approximately 200,000 tons of finished 
steel products. Today we are producing at the rate of approximately 
600,000 tons annually. 

Our company’s growth has been phenomenal, but it has been sound. 
It has been necessitated, because of the ever-increasing size of our 
markets in the Middle West, the Mississippi Valley, and the South- 
west. 

We believe in free enterprise, and we believe that free enterprise 
has built this Nation to be the greatest in the world. All industry 
opposes control. This is true of the steel industry and of the Granite 
City Steel Co. 

The circumstances under which we are presently working, and more 
particularly which we must adhere to in the future, mean that our 
company is operating in a production strait-jacket. We are invited 
to meet with various committees of the Iron and Steel Division of the 
National Production Authority to determine the product suitable for 
our equipment, the amount of each commodity that will be produced, 
and it is assumed that the production planning will be carried through 
as negotiated, unless some unforseen circumstance presents itself, 
and we then notify the various committees of these changes, because 
of breakdowns and other things that happen in industry. 

I am very happy to report that up to the present time we have lost 
no production because of Government regulations. The representa- 
tives of the Iren and Steel Division of the National Production 
Authority are qualified men, who know the steel industry, and we 
have had no difficulty in arriving at answers which appear to be to the 
best interests of the country, the over-all planning, and ourselves. 

As to the necessity of a controlled-materials plan, you have 
probably heard from each witness that has appeared a different 
approach. As a member of the Steel Industry Advisory Committee, 
as well as other advisory committees, I have been informed by 
representatives of Mr. Wilson’s office, Mr. Fleischmann of DPA and 
NPA, as well as other governmental department heads, that the 
country is in peril, and that as early as possible a transition must be 
made from “business as usual’’ to a partial preparedness economy. 

We take no exception to the necessity for this change, and accept 
the statement of these gentlemen as being a true condition. If we 
did not believe that these circumstances existed, we could, of course, 
present many different facets to this controversial issue. 

Under the above supposition it becomes apparent that all industry, 
and particularly the steel industry, has a tremendous responsibility, 
and some sort of control is imperative 

The steel industry is a complicated and intricate business. The 
controlled-materials plan possesses these same faculties. When the 
two are blended together it is only natural that some mistakes will 
be made, and much confusion will exist. 

The approach to these controls started early in 1951, when certain 
defense-supporting industries were given preferential treatment on 
raw materials. I refer particularly to, I believe, 11 industries, trans- 
portation, such as freight cars and barges, the oil industry, the De- 
partment of Interior, and so forth. At approximately the same time 








nh 








SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 325 


the military, Atomic Energy Commission, and other governmental 
claimant agencies were likewise given a preferred position, unfor- 
tunately because of the first decision there was no place to stop con- 
trols. Once they got started, practically everything became defense 
supporting, except consumer durables. 

As a company, and as an individual, I am of the opinion that the 
job could have been done with less hardship by having only one class 
of priorities, limited only to the military and atomic energy require- 
ments, and perhaps a few others, and not attempt to exercise controls 
over practically all industry. 

This philosophy was discussed on many occasions by the Steel 
Industry Advisory Committee, with NPA, with the answer that the 
magnitude of the job to be done would not permit a plan as simple 
as the one suggested. 

In my opinion, the CMP is working almost as well as could be 
expected. 

By the first quarter of 1952, most of the present difficulties will 
have been overcome, and with the increased steel capacity that will 
enter the picture, the supply and demand in the steel industry should 
be fairly well balanced, barring a shooting war. 

So far as the overallocation of CMP against estimated production 
for the fourth quarter is concerned, I have no particular comment, 
except that basically this is opposed to theControlled Materials Plan. 

As I understand the plan, the purpose is to balance production 
requirements with supply. If this is not done, naturally, the plan 
can only be partially effective. 

You have asked me to make some comment on our own expansion 
plan, which is currently under construction. This involves a very 
sizable expenditure for a company of our size, something in the 
neighborhood of $45,000,000. 

I am informed by my associates, who are handling this program, 
that up to the present time everything has been done on schedule. 
During the last week, however, our entire program has bogged down, 
and will be delayed because of our inability to obtain structural steel 
and copper on schedule. 

This condition has been described by our chief engineer as follows: 

We find that, due to the NPA cutting our requirements of steel for 
the fourth quarter, our completion date for this program has been 
delayed. Our CMP allocation, which we have just received, indicates 
that there will not be any structural steel or open-hearth furnace 
bindings available in the fourth quarter, this material having been 
deferred to the first quarter of 1952. 

The picture now looks as though we will have the blooming mill 
in operation around July 15, 1952, with the four-high reversing mill 
following shortly thereafter, but no additional open-hearth production 
available in the latter part of 1952 or the first part of 1953. 

A similar situation exists regarding copper allocations, and unless 
we can find some way to alleviate this condition, we may experience 
further delays. 

This is rather a general statement, and if I can go into some of 
the details I will be very happy to do so. 

Mr. Burton. Do you have any questions, Mr. McKinnon? 

Mr. McKinnon. Mr. Hamilton, I think you made a very fine 
statement. I don’t see, even if you had had a month to prepare it, 
you could have done any better. 
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Mr. Hamivron. Thank you. 

Mr. McKinnon. I think it is very good. We all understand that 
one control leads to another control, and that is: the regrettable part 
about controls. 

[ was very much interested in trying to find out if the industry 
itself has any better ideas, or better suggestions, than the CMP plan. 

Mr. Hamivron. I think with the way things were handled and 
were allowed to get out of hand, shall we say, that we had no alter- 
native because of earlier mistakes than to have a controlled-materials 
plan, unfortunately. 

Mr. McKinnon. What were these earlier mistakes? 

Mr. Hamitron. In my statement here I indicated that once you 
take any group or segment of our economy, and put them in a pre- 
ferred position over someone else, you know what happens, you have 
pressure groups, you have every body wanting to get on the wagon, » and 
pretty soon it breaks down. 

Mr. McKinnon. Well, you always have pressure groups, even in 
the normal economy, don’t you? 

Mr. Hamitron. Well, you probably know more about that than I. 

Mir. McKinnon. Well, of course, I have not been in Congress 
except during these abnormal times. I used to be in business, too, 
and even in business, one business can have a little more sales effort 
and a little more pressure than another one, and that is usually the 
one that goes on, and the other stands still. 

Mr. Hamitron. There is always ingenuity. 

Mr. McKinnon. So we always have pressure one way or another. 
But if vou didn’t have some sort of determination of priority as to 
the essentiality of a certain type of industry over another industry, 
don’t you think that would impede our war effort?) Don’t you think 
that would have, perhaps, neers vour plant expansion, too? 

Mr. Hammon. Well, as I said, I see no alternative but to go t 
the CMP, and I said unfortunately. Now, that takes us back to 
step No. 1, as to how we got into the controlled-materials plan, 
because, in my opinion, it was not handled properly. 

I believe that we only need one set of priorities, that we only need 
a small board representing the claimant agencies of the Government 
and whatever else is required for the defense of the Nation, and send 
about 5.000 people home. 

Mr. McKinnon. Do you think that could be workable today in 
view of the mistakes vou asserted occurred during the past? 

Mr. Hamivron. I don’t think the CMP plan is necessary now. 

Mr. McKinnon. Looking from here on outward, since we cannot 
go back and erase any mistakes that might have been made, do yo 
have any suggestions for making the CMP plan more workable, and 
the whole allocation program more efficient? 

Mr. Hamritron. Nothing from a policy standpoint; no. Ther 
have been refinements every day, as you know. In fact, it is almos 
impossible for anyone as an individual to keep up with the curren 
revisions being made almost daily. However, there have been som: 
attempts made within the past week to restore the distortion tha 
many of us have had because of CMP. By that I mean it was firs! 
come, first served. We, on occasions, have shipped steel to Birming 
ham, to Pittsburgh, and to the east coast. That is not our marke! 
We have done that because CMP said that “You accept what comes 
in.”’ You have no alternative. 
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Mr. McKinnon. Do you feel—— 

Mr. Hamruron. That is being corrected, and I think that distor- 
tion was a bad thing for everyone. 

Mr. McKinnon. But you say that is being corrected? 

Mr. Hamiuron. Yes, sir. 

Mr. McKinnon. And the indications are that we won’t repeat 
those mistakes in the future? 

Mr. Hamitron. I believe that the CMP is being improved. 

Mr. McKinnon. Now, on your plant expansion, the delay on that 
plant expansion, could you tell me how much steel, and how much in 
rough figures, how much copper, say, was essential to getting you up 
to schedule? How much did it cause you to be delayed? 

Mr. Hamitron. In round figures on steel products that we our- 
selves do not make, that would require in the neighborhood of 18,000 
tons for this program. We had about 4,000 tons of it placed in the 
third quarter. In the fourth quarter we required about 12,000 or 
13,000 tons, and, as I recall, we had possibly 40 to 50 percent of that 
issued in the form of CMP tickets that have not all found a home as 
vet. 

Mr. McKinnon. Now , you say 18.000 tons that vou don’t produce 
yourself. How much of your plant expansion is based upon your own 
production? 

Mr. Hamivron. A relatively small amount, perhaps a couple of 
thousand tons. 

Mr. McKinnon. So, all told, 20,000 tons would take care of your 
needs? 

Mr. Hamiiron. In round figures, I would say so. 

Mr. McKinnon. From this expansion, how much yield will you 
get per vear? 

Mr. Hamitron. You mean increased production? 

Mr. McKinnon. Yes. 

Mr. Hamitron. Approximately a 60- to 70-percent increase in the 
size of our production 

Mr. McKinnon. How much would that be, reduced to tonnage? 

Mr. Hamivron. We are currently producing about 700,000 tons of 
ingots a vear. After the completion of these facilities, we should be 
able to produce and process about 1,400,000 tons. 

Mr. McKinnon. That is almost 100 percent? 

Mr. Hamitron. That is almost 100 percent in open-hearth capacity. 

Mr. McKinnon. That is on an annual basis? 

Mr. Hamitron. That is right. 

Mr. McKinnon. So for the investment of something like 20,000 
tons we are going to get back 700,000 tons in a vear's time? 

Mr. Hamitron. Let me just check those figures a moment here. 
There are some metallic problems that enter into this. 

I would like to change that figure to about 1,200,000. 

Mr. McKinnon. One million two. Well, even so, that would 
give 500,000 tons added capacity as a result of the investment in ton- 
nage of about 20,000? 

Mr. Hamitron. Yes, sir. There is an additional program which 
is beyond the scope of this session. 

Mr. McKinnon. Doesn’t it impress you that allocations for plant 
expansion should have a very high priority in view of what it produces 
just a little bit later on? We have been disturbed on this committee, 
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at least I have been personally, about the allocation of steel for expan- 
sion tonnage. In other words, a claimant agency wanted, I think, 
something like 377,000 tons for plant expansion, and it was granted 
by the claimant board only about 217,000 or thereabouts. In other 
words, they were cut down at the ratio of about almost 50 percent. 

Mr. Hamiuron. I think the figure was 40 or 45 percent. 

Mr. McKinnon. Yes. Now, it seems—— 

Mr. Hamiuron. What was your—— 

Mr. McKinnon. It seems to me when you get your investment 
back so quickly that it makes a very high priority type of invest- 
ment. 

Mr. Haminron. Well, I believe a policy has been established by 
people that have that responsibility. Probably you saw it in the 
press, I believe it was within the last 10 days. And I believe it 
stated that those plants that could be completed first would receive 
first preference; second, those plants that produce the most needed 
items for the military would likewise receive preferential treatment; 
and, third, I don’t recall offhand what it was, I believe that those 
plants with the least amount of expenditure of critical materials that 
could come after the other two. 

Mr. McKinnon. And how does your plant fit into those various 
categories? 

Mr. Hamittron. Not knowing all the other expansion programs, I 
would not be in a position to judge that. I have my opinion, and it 
is prejudiced, and that is that it is very important to us. 

Mr. McKinnon. Now, do you have any great worries about this 
added capacity not finding a home, or not finding business, if our 
defense effort were suddenly curtailed? Are you fearful of this plant 
expansion fitting into the economic future of the country? 

Mr. Hamiiron. You are asking me that so far as my company is 
concerned or the entire steel industry? 

Mr. McKinnon. Well, let us take your company to start with. 

Mr. Hamitron. Well, I believe that we can utilize our complete 
facilities in a normal economy, because of our growing market in the 
Middle West and the Southwest. There has been a strong tendency 
on the part of many companies to decentralize. Those that are located 
in more congested industrial areas want to reach out, and they want 
to put in auxiliary plants. We have seen a decided trend in that 
direction. 

I think for the next couple of years that we will continue that way. 
That is why we are investing our money and have confidence in the 
territory where we can market our products. 

I don’t mean to say that if the steel industry as a whole operated 
at 60 percent of capacity that the Granite City Steel Co. could operate 
at 100 percent. That would be foolish. 

Mr. McKinnon. Now, it is your viewpoint, generally speaking, is 
that optimistic note pretty generally shared by the whole industry for 
a normal period, whatever that might be. 

Mr. Hamivron. Well, from what little I know, what other people 
in the industry are thinking, at least commercially, 1 am of the opinion 
that most of us feel that supply and demand will cross sometime within 
the next 12 months, barring a shooting war. 

Mr. McKinnon. You think it will be that soon? 
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Mr. Hamruron. In my opinion, yes. Of course, by nature, no one 
ever knows what is required for military. You start to make some- 
thing this week, and you find that it becomes obsolete overnight. I 
don’t know how many new plants are going to have to be built for the 
refinement of atomic energy and jet propulsion, and so forth, but if 
the military themselves have a pretty well determined and thought- 
out program, and it does not have to be changed too much, why, I 
believe that we can handle the load of from 10 to 15 percent of our 
production for the military and carry the requirements of the civilian 
economy at its present level within the next 12 months, with the 
increased production schedule. 

Mr. McKinnon. That is a very optimistic statement. I certainly 
hope you are right. Everybody else has been telling us the opposite: 
that it will take a couple of years at least. 

Mr. Hamitron. That is only an opinion. 

Mr. McKinnon. Are your order books all filled for the fourth 
quarter? 

Mr. Hamitron. No, sir. 

Mr. McKinnon. You have available tonnage? 

Nr. Hamiuron. Yes, sir. We have available tonnage because we 
have not sold it. 

Mr. McKinnon. Because what? 

Mr. Hamitron. Because we have not sold it. 

Mr. McKinnon. I do not get the answer. 

Mr. Hamitron. I say, we have available tonnage because we have 
purposely not sold our entire production for the fourth quarter. 

Mr. McKinnon. Now, when these CMP orders come in to you, 
you have to accept them? 

Mr. Hamitron. Up to a certain percentage. 

Mr. McKinnon. Then you have a certain percentage for your free 
trade? 

Mr. Hamiiron. The so-called free area, which is gradually, as you 
know, becoming a CMP area, but a definite line of demarcation of 
products, consumer durables, in other words. The reason I have not 
opened our books for the entire fourth quarter is that I have been 
caught short too many times. 

In June we opened the books for—excuse me, it was in May—we 
opened the books for our third quarter, and at that time we had 17 
percent set aside on cold-rolled sheets, and other products were quite 
low, and then about a week after that they upped the 17 percent set 
aside to 40 percent, and then to 54 percent, and I found that I had sold 
my tonnage to the consumer durable industry, and naturally they 
could not get it. So, I was just kidding them and ourselves. So, we 
have been a little bit more cautious since then. 

Mr. McKinnon. Have you been turning down orders for the fourth 
quarter? 

Mr. Hamiton. If you are talking about the free area—— 

Mr. McKinnon. Yes. 

Mr. HamILron (continuing). I don’t say we have turned any down, 
because we have not entertained them, but we have told our customers 
to depend upon us; that as soon as this thing is clarified we will make 
a definite policy and find out whether we are going to allocate the 
steel or Washington is going to allocate it. We don’t know that 
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today, except by one statement that Mr. Fleischmann made about 
a week ago in a press conference that the free area would come under 
CMPA. 

Mr. McKinnon. When are you led to believe that you will know 
these definite facts for the fourth quarter? 

Mr. Hamiiron. I have not seen it, but I understand that it appeared 
in the Publie Register yesterday; that that policy has been determined, 
but I don’t know 

Mr. McKinnon. In other words, about less than 40 days in advance 
of when you have to start to fill orders? Isn’t that pretty short notice? 

Mr. Hamriron. Generally spe “aking, they have given us enough 
lead time for a company our size, because we are more flexible than 
a company represented by my predecessor on the stand here. 

Mr. McKinnon. But the people you supply steel to cannot work 
so close under the gun and do a good job? 

Mr. Hamitron. Some of them have very fair inventories, and quite 
frankly we are about 30 days behind in production on some of our 
orders; so, it does not work too much of a hardship. 

Mr. McKinnon. Under the present plan, is it likely that these 
products will be kept out of the hands of speculators who have been 
turning it over at exorbitant prices? 

Mr. Haminron. Well, of course, that is illegal today. As you know, 
we have price control. 

Mr. Burron. Yes. 

Mr. Hamivron. You will always have some segment of our society, 
I suppose, who are willing to take a chance. Quite frankly, I have not 
had a report of any of our products reaching the black market in over 
a year. We have taken a lot of precautions. 

For instance, when a truckload of our steel or a carload of our steel 
is wrecked, we don’t even go to the insurance company or the railroads 
any more, but we bring the material back and process it so that it will 
not go to a public auction and get into the hands of people, perhaps, 
that would not use it as judiciously as they should. 

Mr. Burron. Then in your experience your product is being kept 
out of the black-market operations? 

Mr. Hamiriron. In my opinion, ves. I have had no reports. 

Mr. Burron. Have you any suggestions to make that will improve 
the distribution of products under the CMP? 

Mr. Hamitron. As conditions exist today? 

Mr. Burton. Yes. 

Mr. Hamitron. To carry on from here? 

Mr. Burron. Yes. 

Mr. Hamivron. To decontrol as soon as possible. 

Mr. Burton. I believe you prefaced your remarks by saying that 
industry does not like controls? 

Mr. Hamivron. Yes. 

Mr. McKinnon. Do you think it would stimulate production, 
Mr. Hamilton, if the Government gave assurance to industry that 
once you get into a balance of supply and demand vou be decontrolled? 
Do you think that that would stimulate more production quicker? 

Mr. Hamitron. | think we have received that assurance already 
from Mr. Fleischmann. I don’t know whether he is dictating. all the 
policies of the Government, and of course he is not, but we have been 
led to believe in the Steel Industry Advisory Committee that as an 
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industry we will be decontrolled as soon as supply and demand 
balance. 

Mr. McKinnon. So, that is a promised day, and you are looking 
forward to it. 

Mr. Hamiuton. Yes. 

Mr. McKinnon. Let me ask you another question in relation to 
this matter of the issuance of tickets in excess of production. Has 
your experience led you to believe that this 15 percent over—well, 
let me put it this way: tickets issued in 15 percent over supply; that 
that would be offset by attrition? Do you think that would be 
about a- proper amount? 

Mr. Hamivron. [| think it is too high. 

Mr. McKinnon. You think it should be a lower percentage? 

Mr. Hamitron. Yes, sir. 

Mr. McKinnon. Would it be a little better to be on the safe side 
in that regard than to be jammed up? It would; would it not? 

Mr. Hamitron. It would cause less confusion, because you can 
pretty well imagine, with the 15 percent that have not been able to 
cash their tickets, that that would cause a lot of difficulty and con- 
fusion, and a lot of time for the gentlemen down here in Washington 
that are responsible for issuing those tickets. 

Mr. McKinnon. Your experience in actual operation of an industry 
indicates that 15 percent is too big an attrition factor? 

Mr. Hamivron. Definitely, because the steel industry production 
does not vary 15 percent. 

Mr. McKinnon. And the loss to the consumer or the ultimate user 
of the steel under today’s market and today’s conditions is not going 
to be a loss of 15 percent? 

Mr. Hamiuton. I suspect he would feel much worse than if he 
had not gotten a CMP ticket at all. I think I would under a situation 
like that. 

Mr. McKinnon. Thank you, sir; that is all. 

Mr. Burron. Did you have any questions, Mr. Dalmas? 

Mr. Datmas. No; I think the subject has been very well covered, 
Mr. Chairman. 

Mr. Burron. I think we have rather thoroughly covered it. Thank 
you for your testimony. You have been very helpful. 

Mr. Hamitron. Thank you. 

Mr. Burton. The House is recessing until, I think, about Sep- 
tember 12. It would probably be wise for this committee to point 
toward the following week for a continuance of our hearings, that to 
be determined by the procedure in the House, the convenience of the 
membership of the committee and of the witnesses. We will be con- 
siderate of our witnesses, and with that we will adjourn until a later 
date to be determined by our professional staff. 

Thank you. 

(Whereupon, at 11:40 a. m., the subcommittee adjourned.) 
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